canada 
CD development 
corporation 


ANNUAL REPORT 1980 


ARS5?2 
4 
4 
ee Maa. aa 
ee see 
* ees a 


Major Investments at a Glance 
[OT ca 


MINING 


Texasgulf Inc. 
34.9% CDC-owned 
Total Assets 
US%2,010.4 million 


A major international 
diversified mining 
and natural resources 
developer and 
processor of base 
metals, fertilizers 
and chemicals, with 
growing activities in 
oil and gas. 


CDC's long-term invest- 
ments at year-end 
totalled $921.6 million 
(valued at cost). By 
sector, they are found in 
the following proportions: 


Petrochemicals 18.7% 


Mining 39.1% 
Oil and gas 13.4% 
Electronics 17.6% 
Life sciences 4.9% 
Fishing 3.7% 
Venture and 

expansion 


capital 2.6% 


CANADA 
DEVELOPMENT 
CORPORATION 


LIFE SCIENCES FISHING 


CDC Life Sciences Fishery Products 
Inc. Limited 
100% CDC-owned 40.8% CDC-owned 
Total Assets Total Assets 
$153.3 million $102.0 million 


Newfoundland’s 
largest private sector 
employer, engaged in 
both harvesting and 
processing of ocean 
products for retail 
and institutional 
consumers. 


A group of innovative 
companies enhancing 
Canada’s presence in 
medical research 
through the 
discovery, 
development and 
marketing of 
pharmaceuticals, 
biologicals, fine 
chemicals and life 
sciences contract 
research services. 


This report was composed on an AES word processor. 
Type was then set automatically by computer from the 
AES-produced magnetic disc. Many hours of typirig and 
typesetting time were saved by this process. For more 
information on the role of AES Data Ltd. in the office of the 


future, see page 19. 


Canada Development Corporation 


CDC is a unique enterprise through which 
Canadian investors can work together to build a 
better future by employing their savings in the 
vigorous development of profitable enterprises. 
Although the initial share subscription came 
from the federal government, CDC was 
specifically designed to operate in the private 
sector from which it has raised all its funds since 
1974. Thousands of individual Canadian 
investors and institutions now own some 51% of 
CDC and, as additional shares are issued to 
finance the Corporation's growth, this private 
sector ownership will move towards the 90% 
level envisaged in the founding legislation. 


The Corporation's objectives are: to develop and 
maintain strong, Canadian-controlled and 
-managed corporations in the private sector; to 
widen the investment opportunities open to 
Canadians; and to operate profitably and in the 
best interests of all the shareholders. To reach 
these objectives, CDC generally acquires 
effective control positions and builds up 
managerial, entrepreneurial, technical and 
research talents in those companies so that they 
attain their maximum profitability and growth. 


In keeping with the Corporation's distinctive 
objectives, ownership of CDC voting shares is 
restricted by law to citizens or residents of 
Canada and to Canadian-controlled 
corporations. No individual or corporate entity 
may hold more than 3% of the outstanding CDC 
voting shares. 


Our Cover: Workmen climbing a Petrosar storage tank. 
Petrosar, Canada's first world-scale integrated petrochemical 
refinery, exemplifies CDC's emphasis on large, long-term 
development projects that upgrade Canadian resources and 
enhance the competitiveness of Canada's manufacturing 
industry. 
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Highlights 


a 


1980 1979 % CHANGE 
(millions of dollars) 
Total revenue $2,359.2 $2,014.9 Al 
Net income 189.1 123.4 Doe 
Cash flow 331.3 2013 23.9 
Working capital 616.9 430.7 43.2 
Total assets 3,446.3 2,803.8 22.9 
Shareholders’ equity 1,319.0 852.3 54.8 
Research & development 
expenditures 46.2 355. 30.1 
Fully diluted earnings 
per common share $3.52 $2.45 43.7 
Earnings per common share $5.13 $3.42 50.0 
Return on common equity 24.1% 19.1% 26.2 


@ Revenue, net income, assets and return on equity all at record levels (Page 2) 
@ CDC group companies complete more than $600 million in capital expenditures (Page 5) 


@ 1980 preferred share issue sets record as largest underwritten equity issue in Canadian history 
(Page 5) 


@ Petrosar makes first contribution to CDC after dividends to minority shareholders (Page 9) 
@ Polysar maintains earnings in face of recession (Page 10) 

@ AES shows excellent growth again (Page 19) 

@ CDC enters East Coast fishing industry (Page 22) 

®@ Texasgulf net income rises by 138% (Page 32) 


@ CDC Oil & Gas earnings and exploration activity grow substantially (Page 33) 


Report of Directors 


The first year of the 1980s was the most 
profitable in your Company's history. Net 
income reached a record $189 million on 
consolidated revenues of $2.4 billion, repre- 
senting a53% increase over 1979's previous 
record of $123 million on revenues of $2.0 
billion. Assuming full conversion of the 
convertible preferred shares into common 
shares, fully diluted net income per share for 
1980 was $3.52 and for 1979 was $2.45. Return 
on common shareholders’ equity rose to 24.1% 
from 19.1%. Cash flow grew by 24% to $331 
million from $267 million. 


More detailed analysis and comment about 
CDC's global and individual company results are 
given in the Financial Review and company 
sections later in this report. In brief, however, the 
main factors in 1980's strong performance 
continue to be earnings from mining, petro- 
chemicals and oil and gas. Although the 
contributions of the high-technology companies 
are not yet comparable to CDC’s income from 
resource operations, we are also pleased that 

the operating profits of our life sciences and 
electronics groups continued to grow. 


CDC's mission has been to promote strong and 
growing enterprises in Canada’s resource and 
high-technology industries and to generate the 
necessary profits to do so. This we believe that 
we have done. Our second decade will begin at 
the end of 1981; now is therefore a good time to 
review some of the main factors in our past 
accomplishments and to examine our plans for 
developing the Corporation even more 
vigorously in the future. 


The Ingredients of Success 


The fundamental requirement for corporate 
success is talented and dedicated people. 
However, once that management has been 
obtained, it is still necessary to provide a climate 
that will promote entrepreneurial and innovative 
attitudes, since it is this spirit which turns 
potential into reality and ideas into substance. 
This is what we strive to do at CDC and our 
associated companies. 


One does not want to create an atmosphere 
where the risk-taker is reminded of his failures 
rather than his accomplishments, and chided 
because he does not produce instant successes. 
Equally, though, we have avoided creating a 
climate where there is no insistence on 
obtaining satisfactory results in a reasonable 
time frame. We believe that one of the reasons 
your Company has achieved its successes is that 
an appropriate balance has in fact been struck 
between risk and results, between creativity 

and conformity. 


Wealso encourage the CDC group of companies 
to pursue the same entrepreneurial qualities that 
we prize so highly in our own managers. We want 
our companies to operate with autonomy and 
imagination, with managers who thrive on 
responsibility for their day-to-day decisions and 
accountability for the results of their actions. CDC 
provides a strong and vigorous influence in such 
key policy areas as expansion, acquisition, 
finance, management development, broad 
innovation and research strategies. 


Polysar has spent $602 million on expansion and 
diversification since 1972, has increased its sales 
more than four-fold and multiplied earnings — 
one of the principal benefits from such 
aggressive expansion — 6.6 times. Capital 
expenditures at CDC Oil & Gas have gone from a 
nominal sum upon acquisition to some $90 


million, more than 1.6 times the company’s cash 
flow in 1980. The company has also taken the 
first steps in a $30 million experimental program 
to find a more efficient method of extracting and 
refining tar sands oil. If successful, this pilot 
project could lead to full-scale tar sands develop- 
ment much earlier than had previously been 
anticipated. 


CDC’s Investment Philosophy 


Within this framework for innovation, we have 
set some basic guidelines for investment. 
Foremost among the characteristics we seek 
are: industries with superior profitable growth 
potential; long-term developments; opportu- 
nities in world markets; and emphasis on 
upgrading Canadian skills and resources. 


Since our beginnings, we have evaluated poten- 
tial investments on the basis of a longer-term 
approach. By accepting an extended time 
horizon and more elements of risk, we have 
greatly expanded the number of attractive 
investment opportunities open to CDC. 
Moreover, it has been our experience that larger 
development-type ventures eventually tend to 
earn higher returns and more than compensate 
us for the additional risk exposure we assume in 
their early days. 


Petrosar is an excellent example of this commit- 
ment to long-term development. After more 
than half a decade of planning, construction and 
operating improvements, Petrosar is now 
entering the scheduled period of cash flow in 
excess of $100 million a year. If CDC had not 
looked forward in its investment decisions, 
Canada would still be without an interna- 
tionally-competitive petrochemical refinery. 


Of course, before making a long-term commit- 
ment to a new development, one must look to 
the anticipated future growth rate of the industry 
in question. At CDC, with its focus on expansion, 
we look for industries in which the rate of growth 
in the real value of production is at least three 
times that of real GNP. Despite world economic 
problems, many opportunities to make such 
investments are emerging — as a result of new 
technologies, fundamental structural changes or 
legal and social factors. The Delphax high-speed 
printer which we expect to have available by the 
end of 1981 is one of those new technologies; 
the CDC Oil & Gas tar sands experiment owes 
its existence to structural changes in the world 


energy position; and our entry into the East 
Coast fishing industry in 1980 follows legal and 
regulatory changes that have expanded the 
Canadian coastal limit and increased 
conservation of this renewable resource. 


At CDC, we also strive to develop companies 
that can become world-scale and develop sales 
in foreign markets to gain the size needed for full 
operating economies and efficiencies. Thus 
AES Data sells some 75% of its word processing 
equipment — all of it designed and manufac- 
tured in Montreal and Toronto — outside 
Canada; the export sales support the company’s 
heavy research, development and marketing 
costs. Similarly, Polysar, whose sales in coun- 
tries other than Canada account for 82% of 
revenues, maintains a large and growing 
Canadian research centre on the strength of its 
profits abroad. 


Finally, we try to focus our building efforts on 
Canadian strengths, whether in resources, 
technical skills, or design and marketing. As our 
success with AES in the office electronics field 
and as our new venture into biotechnology 
show, this does not mean we are interested only 
in those fields in which Canada has traditionally 
been strong — provided the basic ingredients 
for success are available to the enterprise. 


Acquisitions and Expansion 


During 1980, CDC entered several new ventures 
which meet the criteria described above. We 
acquired a substantial minority interest in one of 
Atlantic Canada’s most important companies, 
reinforced our position in the electronics 
industry, and supported aggressive internal 
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expansion by the CDC family of companies. 
Early in 1981, we also launched a world-scale 
biotechnology venture. 


In September, a 40.8% interest in Fishery 
Products Limited of Newfoundland was acquired 
for $34.4 million in share capital and long-term 
debentures. A family company since its 
incorporation in 1941, Fishery Products is now 
the largest private sector employer in 
Newfoundland. As a growth-oriented company 
based on arenewable resource, Canadian skills 
and competitiveness in foreign markets, and with 
attractive opportunities for further processing 
and marketing, Fishery Products epitomizes the 
characteristics we seek. 


In October, US$30 million was invested in 
8-3/8% convertible debentures of Lanier 
Business Products Inc., minority owner of AES 
Data and, as its exclusive U.S. distributor, largely 
responsible for the fact that AES word pro- 
cessors lead the American stand-alone market. 
The debentures, which are convertible into 
Lanier’s publicly-traded common stock at a 
price of US$48 per share, are equivalent to 7.8% 
of the company’s common equity. Although the 
investment is attractive in its own right, it also 
cements the strong relationship that exists 
between AES and Lanier. 


In 1980, arrangements were made to purchase 
all Wordplex operations from AES, allowing us 
to provide full-range word processing lines from 
both companies and gain increased market 
penetration. The new company, Wordplex 
International Inc., is in the process of estab- 
lishing a broader distribution network in the 
United States to match Wordplex’s strength in 
European markets. 


CDC, together with John Labatt Limited and the 
Government of Ontario, is forming a jointly- 
owned venture that will develop products and 


processes based on biotechnology. The venture 
— which will not produce short-term profits but 
should lead to new opportunities for growth and 
earnings in the decades to come — will focus on 
research aimed at the creation of new products 
or production processes, especially in industries 
with a strong Canadian presence and significant 
growth potential. It is expected to require funding 
in excess of $100 million over the first ten years. 
CDC will hold a 50% interest. 


CDC Ventures, our venture and expansion 
capital division, was particularly active, estab- 
lishing one new wholly-owned subsidiary and 
participating in the creation of three affiliates. 
The wholly-owned subsidiary, CapVest, was 
formed late in the year to invest in and develop 
enterprises that have the potential to grow large 
enough to be held and managed directly by 
CDC. A joint venture with Teck Research 
Corporation, TDC — Technology Development 
Corporation, will concentrate on high- 
technology research and development projects 
such as an advanced storage battery anda 
slow-release 20-year fertilizer. Merchant 
Bancorp, jointly owned with Equity Bancorp, will 
provide financing and support services such as 
marketing expertise for small and medium-sized 
companies. And a minority position was taken in 
the new Alberta Ventures Fund which will 
specialize in natural resources development as 


well as service sectors of the oil and gas industry. 


CDC's risk capital division creates and fosters 
venture capital institutions which, in turn, select 
and manage individual projects. By 1980, 
Innocan Investments and Ventures West Capital, 
two of the venture capital institutions which have 
been CDC affiliates for many years, had devel- 
oped to the stage where CDC’s additional 
financial backing was not felt to be necessary. 
CDC therefore did not participate in new share 
issues by these companies during 1980, 
investing instead in the four new institutions 
described above. In mid-March 1981, CDC 
Ventures sold its holding in Venturetek Inter- 
national to other Canadian interests in order to 
free resources and attention for investment in 
newer venture capital projects. 


Expansion of the other companies in the CDC 
group also accelerated in 1980. In the first year of 
a five-year multi-billion dollar program, group 
companies completed some $640 million in 
capital investments, an increase of more than 
100% over the $300 million invested in 1979. Of 
this sum, the biggest single amount was spent by 
Texasgulf, whose expenditures for such projects 
as construction of the new copper smelter and 
refinery and expansion of the Kidd Creek mine 
capacity exceeded US $350 million. CDC Oil S 
Gas spent approximately $90 millionon 
exploration and development work. Polysar 
invested $87 million, of which $25 million was 
employed in the first phase of a $350 million 
program to add a new butyl rubber plant, a new 
isobutylene extraction unit and to expand 
services such as waste treatment and power 
facilities. Petrosar initiated a three-year $50 
million program to provide the flexibility to 
process a wider variety of feedstocks and to 
improve the reliability of plant operations. 


In electronics, AES spent $9 million on a new 
manufacturing plant in Montreal as well as 
research and marketing demonstration 
equipment, supported by further CDC equity 
investment in this rapidly-expanding company. 
Life sciences companies invested approximately 
$7.9 million for improvements to and replace- 
ments of plant and equipment, including 
completion of enlarged and better-equipped 
laboratories at Bio-Research and construc- 
tion by Connaught of new facilities for the 
manufacture of hepatitis testing kits and 
Vicogen vaccine. 


As in past years, no major divestitures were made 
by CDC in 1980, although some venture capital 
holdings were sold at substantial profits. 


Your Company is also committed to com- 
mercially-oriented research and development 
that creates competitive and needed new 
products and processes. During 1980, $46.2 
million, not including funds used for exploration 


and development in the resource industries, was 
employed in the search for innovative new goods 
and technological advances that will lead to 
higher earnings in years to come. The program 
brought about such desirable results as new 
nitrile rubbers at Polysar, software and product 
advances at AES, and progress in Connaught’s 
search for biotechnological means of producing 
vaccines and biologicals. We remain of the view 
that the practical commercialization of 
innovation is one of Canada’s most important 
needs, rather than the pursuit of expanded 
research and development spending per se. 


The active programs of acquisitions, expansion, 
and research and development made it desir- 
able for us to return to the equity market for the 
first time in five years. A $300 million voting 
preferred share issue generated wide interest in 
all parts of Canada, was oversubscribed and has 
enjoyed a good after-market. It was the largest 
underwritten equity issue to that point in 
Canadian history. The support of so many inves- 
tors for the CDC concept shows that increasing 
numbers of Canadians recognize the need to 
invest in their own future, rather than leaving the 
job to non-residents and governments. 


Late in the year, CDC announced that the 
holders of Class B preferred shares would 
receive their second and last bonus common 
share. This distribution, completed in March 
1981, increased the number of common shares 
available for trading by some 1,380,000. As a 
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result of this broader market, we believe that 
more investors will become interested in CDC’s 
common shares. 


One indication of the effect of the expanding 
market in CDC common shares is the fact that 
many shareholders have chosen to participate in 
our dividend reinvestment plan. Participants in 
the plan may use their preferred share dividends 
to purchase common shares from treasury at 
95% of the average market price or, by making 
optional contributions, may purchase up to 
$3,000 of additional shares per quarter at 
market price. No brokerage or administration 
fees are charged. We are pleased to see 
thousands of shareholders expressing their 
confidence in CDC by taking advantage of the 
dividend reinvestment plan, putting their savings 
to work in the profitable development of growing 
Canadian companies. 


Outlook 


Internationally, the coming few years promise to 
be particularly uncertain and challenging, char- 
acterized by high energy costs and stubborn 
stagflation. In Canada, disputes over energy and 
the Constitution add difficulties of a 
home-grown nature. Thus, there is an under- 
standable tendency to regard the future with 
some misgivings. However, change is a natural 
condition and those of us who have some 
entrepreneurial instincts should look to the years 
ahead as times of opportunity more than as 
times of problems. 


Indeed, we believe quite strongly that each of 
CDC’s companies has the potential to out- 
perform the economy over the longer term. 
Those companies related to resources and their 
processing are well positioned with regard to 
properties, people and product know-how. 
Rapid technological developments in life 
sciences and electronics should also enable 
both these industries to turn their research, 
marketing and production skills to profitable 
uses in the years to come. 


Looking to investment opportunities, we see a 
number of promising prospects in a variety of 
sectors of the Canadian economy. Industrial 
automation is one of the most attractive of the 
several high-technology areas that we are 
currently evaluating. Telecommunications and 
the energy service and supply field are two other 
areas we believe will meet our investment 
criteria. Our existing holdings in both resources 
and manufacturing offer considerable scope for 
acquisitions, both to enlarge their size and to 
broaden their product range. Indeed, in the kind 
of environment that we foresee, it is quite 
possible that electronics will become our 
second-largest industry investment. 


In summary, CDC is in a good position to take 
advantage of the many openings that we are sure 
will mark the 1980s, difficult and discouraging 
though the decade may now appear. Your 
Company has a solid earnings base, a sound 
financial position and — most important of all — 
management groups in CDC and all our com- 
panies that have the skills and attitudes which are 
the most vital of the many ingredients necessary 
for continuing success. 


In Memoriam 


Life’s qualities are never unalloyed — successes 
and setbacks are often interposed with each 
other. In August 1980, we were saddened by the 
loss of our colleague, Peter K. Powell, the 
Corporation’s Executive Vice President, Finance 
and Administration. His untimely death at 42 
deprived us of his wise advice, excellent 
financial counsel and valued friendship. We 
shall miss him. 


On February 11, 1981, eight employees of 
Texasgulf Inc. died when their company plane 
crashed. Among those killed were Dr. Charles F. 
Fogarty, Chairman and Chief Executive Officer, 
and three senior executives: Gordon N. McKee, 
Jr., Vice-President and Treasurer; Frank 

J. Claydon, Vice-President and President of 
Texasgulf Chemicals; and Robert J. Boyle, 
Vice-President of Research, Engineering and 
Construction. We are unable to find better words 
to express our deep sense of personal loss than 
these written by Richard D. Mollison, Texasgulf’s 
new Chairman and Chief Executive Officer: “It is 
a time of deep sorrow. Those who are gone were 
part of us. We shall go on. But we shall never 
forget them.” 


Directors, Staff and Shareholders 


With great regret, the Board of Directors 
accepted the resignation, effective March 1, 
1981, of Chairman A. John Ellis, 65, who has 
retired after seven years to devote more time to 
personal and other business interests. His 
insight, enthusiasm and warmth will be greatly 
missed by his fellow directors, management and 
staff. In recognition of his great service to the 
Corporation, the Board named him Honorary 
Chairman and Director Emeritus. 


The Directors elected Frederick W. Sellers, 50, 
of Winnipeg, Chairman upon Mr. Ellis’ retire- 
ment. A CDC director since the Corporation's 
inception in November 1971, he is a former 
Chairman of the Audit Committee, a member of 
the Executive Committee, Chairman of CDC 
Ventures Inc. and a director of several CDC 
affiliates. Like Mr. Ellis, Mr. Sellers will devote 
approximately half of his time to his duties 

as Chairman. 


At the end of 1980, Hugh A. Martin resigned 
from the Board and we extend our appreciation 
to him for his contribution to the Corporation's 
affairs. Also retiring from the Board during the 
year were our two Ex-officio Directors, Dr. Grant 
L. Reuber, who left the position of Deputy 
Minister of Finance to return to the private 
sector, and former Deputy Minister of Industry, 
Trade and Commerce Marshall A. Cohen, who 
became the Deputy Minister of Energy, Mines 
and Resources. We thank them for their valued 
service and welcome their successors, lan. 

A. Stewart and Robert Johnstone. 


On your behalf, we extend special thanks to 
CDC’s own small, highly efficient staff for their 
hard work and dedication. We also wish to thank 
the tens of thousands of employees whose 
efforts are behind the successes enjoyed by our 
companies. Although financial statements do 
not record these human assets, they play a vital 
role in CDC’s growing list of achievements. 


In conclusion, we thank you, the shareholders, 
for your steadfast support; it has been instru- 
mental in our past accomplishments and gives 
us added faith in your Company's future. 


Respectfully submitted on behalf of the Board, 


tbe 


FREDERICK W. SELLERS 
Chairman of the Board 


H. ANTHONY HAMPSON 
President and Chief Executive Officer 


March 19, 1981 


Petrochemicals 
BE DR SE en erry 


Aportion of Polysar’s No. 2 
styrene plant in Sarnia. 


CDC upgrades Canadian petroleum resources 
into high-technology rubber and plastic products 
through two of Canada’s most important 
petrochemical companies — Petrosar Limited 
and Polysar Limited — both based in Sarnia, 
Ontario. Petrosar, Canada’s only world-scale 
integrated petrochemical refinery, processes 
crude oil into primary petrochemicals such as 
benzene, butadiene, ethylene and other olefins 
and aromatics for its shareholders — Polysar, Du 
Pont Canada Inc. and Union Carbide Canada 
Limited. Propylene is also produced for a variety 
of other customers. Other products include fuel 
oils, gasoline components, and fuel gases, 
mainly for Eastern Canadian markets. Polysar, 
which further upgrades these primary petro- 
chemicals into synthetic rubbers, latices, styrene 
and thermoplastic resins, is one of Canada’s 
most successful multinational companies. 
Products are marketed worldwide through sales 
offices in 55 countries. In addition to its principal 
manufacturing, research and corporate activities 
centred in Canada, Polysar operates plants in 
Europe and the United States. 


GENERAL REVIEW 


Petrosar Limited 
(60% CDC-owned) 


The 1979 annual report noted that a sophis- 
ticated petrochemical plant such as Petrosar's 
requires some five years of commercial 
operation and fine tuning before reaching its full 
potential. In 1980, after less than three years of 
operation, the plant operated with steadily 
greater efficiency and unplanned down time was 
substantially reduced from that experienced in 


A petrochemical storage 
tank at Polysar. 


1978 and 1979. The much-improved physical 
operations, combined with higher margins on 
most principal products, enabled Petrosar to 
complete its first fully profitable year after 
payment of all financing charges. 


As a result of on-going studies of ways to im- 
prove Petrosar’s operating design, a two-phase 
capital investment program was initiated in 1980 
to meet all petrochemical contracts within a 
changing crude oil supply situation and to 
reduce heavy fuel oil production. 


Phase | is concerned with both plant reliability 
and feedstock flexibility. The reliability programs 
are aimed at improving the plant's operating 
efficiency, while the feedstock flexibility pro- 
grams will see four of the company’s eleven 
cracking heaters converted to crack atmo- 
spheric gas oil — which might otherwise be 
produced as fuel oil — in place of naphtha. A 
twelfth cracking heater, also designed to process 
atmospheric gas oil, will begin operations in 
1981. When Phase | is completed by mid-1982, 
at a cost of some $50 million, Petrosar will 
possess the flexibility to maintain its current 
petrochemical products slate while reducing 
heavy fuel oil output. 


In Phase II, scheduled for completion in 1984, it 
is proposed that a heavy fuel oil upgrader will be 
constructed to allow Petrosar to substantially 
eliminate the production of residual fuel oil by 
processing it further into petrochemical 
feedstocks and premium transportation fuel 
products. While the cost for Phase II has not yet 
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been fully determined, it has been estimated at 
between $400 and $500 million on an “‘as 
spent” basis. 


Petrosar’s two-phase upgrading program is 
consistent with Canada’s objectives of 
conserving scarce crude oil and expanding 
markets for natural gas. Petrosar has thus 
received written assurance from the Minister of 
Energy, Mines and Resources that, in the event 
of shortages, the company will be allocated 
crude oil on a basis equitable with all other 
Canadian refiners. These commitments are 
directly tied to timely completion of the heavy 
fuel oil upgrading facility. 


Polysar 
(100% CDC-owned) 


Relatively weak economic performance by the 
major industrialized nations and low sales 
volume of the North American automobile 
industry caused 1980 to be weaker than 1979 
for Polysar’s major businesses. Physical sales of 


rubber products fell some 12% from 1979 levels 
but over-all sales volumes were down by only 
some 2% as chemicals and latex registered 
gains. Polysar’s earnings were more buoyant 
than in previous periods of market weakness, 
reflecting the greater prominence of higher- 
margin, high-technology specialty products in 
the sales mix and the availability of 
fully-competitive feedstock supplies. 


During the year, Polysar consolidated its position 
as a major supplier of latex in North American 
markets by acquiring two carboxylated latex 
plants in the United States. The company’s latex 
production for the North American market has 
been substantially rationalized with high solids 
latex production now centralized in one location. 
These moves make Polysar the second-largest 
full-line supplier of latices in North America. 


Polysar’s research and development centre in 
Sarnia is one of the largest such facilities 
operated by any single company in Canada. 
Through its RGD programs, Polysar has 
become a world leader in process technology 
for various grades of butyl rubbers and in 
specialized applications of oil-resistant nitrile 
rubber products. Nitrile rubber products are 
expected to have widespread applications in the 
oil field service industry and in belting and 
conveyer systems for tar sands plants in Alberta. 
In recognition of the importance of research and 
development to the company’s continuing 
earnings expansion, RGD expenditures were 
increased by some 20% to approximately $20 
million in 1980 and will increase by an additional 
25% in 1981. 


Polysar is a growth-oriented company special- 
izing in high-technology, high value-added 
sectors of the petrochemical industry. Last 
year’s report noted that, to maintain the 
company’s leadership position in its industry, 
planning had begun for a five-year expansion of 
its facilities. To this end — and to capitalize on 


opportunities in Western Canada — Polysar 
proposes to spend some $1.25 billion over the 
next five years to expand production of its 
existing products, to add new products and to 
develop new markets. The $350 million first 
stage of this expansion program, which will 
include a major butyl rubber plant, a new isobu- 
tylene extraction plant and a major expansion of 


CDC plays an important role in the development 
of Canada’s mineral resources as the largest 
shareholder in Texasgulf Inc., a major diversified 
international natural resources company. In 
Canada, Texasgulf produces zinc, copper, silver, 
lead, tin and cadmium in the form of concen- 
trates and metals as well as sulphur, potash and 
oil and gas. The company’s best-known 
operation is the giant Kidd Creek mine at 
Timmins, Ontario. 


GENERAL REVIEW 


Texasgulf 
(34.9% CDC-owned) 


(all financial figures in U.S. dollars unless otherwise 
designated) 


Texasgulf enjoyed record earnings in 1980. 
While sales volumes were moderately higher 
than in 1979, average selling prices were much 
higher. The most notable price increases were 
recorded in silver, where intense speculation led 
to exceptionally high prices early in the year, and 
sulphur, which was in relatively short global 
supply as a result of strong demand for 
agricultural chemicals in the United States and 
political unrest in Poland and Iran, two major 
sulphur producers. 


Metals 


With production running at capacity for all 
metals and prices at historically high levels for 
much of the year, Texasgulf’s Canadian-based 
metals operations registered outstanding 
operating results. The division’s financial per- 
formance was excellent while its expansion 
program proceeded on schedule. 


services such as new waste treatment and power 
facilities, commenced in 1980. In addition, the 
original styrene plant was recommissioned, 
enhancing Polysar’s position as Canada’s 
leading styrene producer. 


For Financial Review, see page 30. 


At year-end, construction of the new Cdn$300 
million copper smelter and refinery at the Kidd 
Creek site in Timmins was virtually complete and 
the entire complex was scheduled for start-up by 
spring 1981. Although Texasgulf will have the 
world’s most efficient copper processing 
operation, the company’s engineers were at work 
throughout 1980 looking for additional ways to 
increase the plant's productivity. In 1980, work 
began on engineering and site preparation that 
would allow the plant capacity to be increased 
from 65,000 to 100,000 tons per year of refined 
copper. The expansion of the zinc plant from 
120,000 tons to 140,000 tons of zinc metal 
continued and will be complete in 1982. 


Development proceeded at the Owl Creek gold 
prospect near the Kidd Creek metallurgical site 
and Texasgulf expects to be producing gold 
there by the end of 1981. 


Texasgulf’s interests in several foreign proper- 
ties — the Cerro Colorado copper deposit in 
Panama, a 35% interest in Cliffs Western 
Australian Mining Co., and the company’s 
remaining interest in Western Australian iron 
ore properties — were sold during 1980 and 
early 1981. 
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MINING 
(Continued) 


Zinc ingots at 
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Kidd Creek. 


Chemicals 


Demand and prices for most Texasgulf 
chemical products improved dramatically from 
the excellent levels of 1979. With the exception 
of soda ash, where weak demand prevailed 
throughout the year, production was near or 
above design capacity. 


A $179 million expansion program to increase 
production at the Lee Creek phosphate opera- 
tion by 50% from 680,000 tons of POs to 
1,020,000 tons per year was begun early in 
1980; it is now about one-half complete and will 
be finished in early 1982. Expansion to 1.5 
million tons per year of potash was completed at 
Allan Potash Mines in Saskatchewan, owned 
40% by Texasgulf and 60% by the Potash 
Corporation of Saskatchewan. Engineering 
studies and environmental permit work 
continued on the doubling of capacity of the 
soda ash mine and plant in Wyoming. 


Oil and Gas 


In 1980, as in 1979, Texasgulf concentrated on 
developing reserves and strengthening its land 
position in the Gulf of Mexico, which will result in 
substantial increases in natural gas production 
in coming years. $79.0 million was spent for 
exploration and development, including lease- 
hold acquisitions in the Gulf of Mexico, com- 
pared with $51.1 million in 1979. A total of 44 
wildcat wells — 13 in Canada and 31 in the 
United States — were drilled with 53% resulting 
in oil or gas finds. A total of 53 development 
wells were drilled — 32 in Canada and 21 in 

the CS. 


Minerals Exploration 


Texasgulf’s minerals exploration and develop- 
ment activities were at a new high in 1980. 
Capital expenditures for minerals exploration 
rose by $3.3 million to $12.9 million in 1980, 
reflecting Texasgulf's long-standing commit- 
ment to growth and diversification through 
finding and developing natural resources. 
Texasgulf has found nearly everything it 
produces. In 1980, Canada and the United 
States again received primary attention in the 
Texasgulf exploration program. Principal 
Canadian areas of interest are New Brunswick, 
Ontario, the Northwest Territories and 

British Columbia. 


Research and Development 


Texasgulf’s research activities have been 
strengthened at the company’s Colorado labor- 
atory and at Kidd Creek. Among the company’s 
research projects are the recovery of silver, 
sulphur, zinc, copper and tin values from Kidd 
Creek pyrite, leach testing of Wyoming uranium 
ores, and pilot testing of a new leach circuit for 
the soda ash expansion. 


An important area of continuing business 
development for Texasgulf is the search for new 
uses and new markets for zinc. Texasgulf's 
efforts have resulted in new applications for 
zinc in metallizing, alloy bearings and 

foundry castings. 


For Financial Review, see page 32. 


Underground mining at 
Texasgulf's Kidd Creek mine 
in Timmins, Ontario. 


Oil and Gas 


A drilling rig in the central 
foothills of Alberta. 


CDC Oil & Gas Limited, a wholly-owned CDC 
subsidiary, is actively involved in oil and gas 
exploration in North America and, since 1978, 
has conducted a modest uranium exploration 
program. Producing properties are mainly 
located in Western Canada while exploration 
acreage is in Western Canada, the Beaufort Sea, 
the eastern Arctic, the Labrador Shelf and the 
United States. 


GENERAL REVIEW 


CDC Oil & Gas 
(100% CDC-owned) 


Continuing a growth trend reaching back to the 
company’s acquisition by CDC five years ago, 
CDC Oil & Gas almost doubled its exploration 
and development spending to some $89.4 
million in 1980. 117,155 net acres of exploration 
leases were acquired at a cost to the company of 
$18.5 million, roughly unchanged from 1979. 
Details of the company’s land holdings are found 
in the table headed Petroleum Exploration Land 
Holdings (page 16). Wildcat drilling expenditures 
increased to $29.3 million from $9.2 million in 
1979 and development drilling rose to $18.4 
million from $9.0 million with results as shown in 
the table headed Drilling Activity. 


Drilling Activity 


As the Western Canada sedimentary basin tends 
to be gas prone, recent high levels of exploration 
activity in Canada have resulted in extensive 
natural gas reserves. However, continuing weak 
markets for natural gas are resulting in defer- 
ment of drilling on some of the company’s 
prospects and inhibiting growth in cash flow. 
Accordingly, in 1980 the company continued to 
orient its exploration activities towards oil plays. 


Higher taxation brought about by the National 
Energy Program will restrict growth in cash flow 
in 1981. The negative impact of the new taxes 
may be offset in part by the new system of 
exploration incentives that are of significant 
benefit to a company such as CDC Oil & Gas 
which is spending considerably more than its 
cash flow on exploration and development and 
is wholly Canadian-owned. The fiscal regime 
that will exist following full implementation of the 
program reduces the attractiveness of 
conventional exploration and development in 
Western Canada to marginal or unacceptable 
levels in many instances. This will inevitably 
result in a failure to develop readily accessible oil 
and gas reserves. Exploration on Canada Lands, 
particularly in the frontier areas, becomes more 
attractive under the program and CDC will be 
expanding its activities in these areas. 


Wells Drilled 


Service 
Dry and Abandoned 


Total 


1980 1979 1978 
Gross Net Gross Net Gross Net 
34 13.2 44 6S 7 ils) 
67 23.5 46 13.9 96 24.8 
— — 7 0.1 Ms 0.1 
50 24.0 28 16.8 12 Sh 
151 60.7 125 Sia 122 29.5 
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eeoneer In addition to its expanded Canadian opera- 
tions during 1980, the company joint ventured 
with Forest Oil Corporation in a U.S. 
exploration program. 


Construction began on a pilot plant to assess the 
feasibility of a steam injection process for 
bitumen recovery from the Athabasca tar sands. 
If successful, this new technology will reduce the 
costs now associated with tar sands develop- 
ment. As a second aspect of this program, 
planning began for a new experimental bitumen 
upgrading facility which produces readily- 
removable carbon dioxide and hydrogen 
sulphide rather than the more troublesome coke 
as by-products of the bitumen refining process. 
Total capital cost to CDC Oil & Gas of this two- 
part project will be some $30 million between 
Exploration 1980 and 1982. CDC Oil & Gas, operator of the 
and Development pilot plant, has a51% equity while Tenneco Oil 


illions of doll we 
aN sae ee of Canada has the remaining 49%. 


[ares] Capital Investment 


Cash Flow from Operations 
a i Reserves Petroleum Exploration 
The company’s 1980 drilling program was very _ Land Holdings 
60 successful and, as the Proven and Probable (December 31, 1980) 
Reserves table shows, resulted in additions to TOCA 
40 reserves of 6,822,000 net equivalent barrels, Region Gross Net 
mainly in the Irrigation Block of South East 
20 Alberta, the Bigoray region of West Central Alberta 1,336,415 544,268 
a Alberta, and the Mel East sector of North East British Columbia 470,995 oe 
British Columbia. After taking into account 1980 Se he ee 
1976 77 78 79 80 : = Manitoba 1,120 1,120 
production of 4, 177,000 net equivalent barrels, = Canada Lands 4,411,050 615,440 
engineering revisions of 1,085,000 net Total Canada 6,419,665 1,507,321 
equivalent barrels, and increases to probable — 
reserves of 1,109,000 net equivalent barrels, the 
proven and probable reserves at year-end were 
70,026,000 net equivalent barrels, an increase of 
4,839,000 net equivalent barrels. 
For Financial Review, see page 33. 
Proven and Probable Reserves (after royalty) 
Total Net 
Condensate Equivalent 
Crude Oil and NGL Natural Gas Barrels** 
(Thousands (Thousands (Millions of (Thousands 
of Barrels) of Barrels) Cubic Feet) of Barrels) 
Proven Reserves at Dec. 31/79 11,938 5,290 264,844 61,369 
1980 Additions 2,119 66 27,820 6,822 
1980 Production (1,199) (390) (15,531) (4,177) 
1980 Revisions 2,004 (552) (2,194) 1,085 
Proven Reserves at Dec. 31/80 14,862 4,414 274,939 65,099 
Probable Reserves at Dec. 31/80 0 111 28,897 4,927 
Proven and Probable Reserves at Dec. 31/80 14,862 4,525 303,836 70,026 


** Natural gas has been converted to net equivalents of crude oil on the basis of 6 MCF equalling one barrel of crude oil. 


Life Sciences 


CDC Life Sciences Inc. — the largest 
Canadian-controlled firm in the important life 
sciences industry — controls CDC’s investments 
in an internationally active group of companies. 
Members of CDC’s life sciences group currently 
participate in four main areas — biologicals, 
pharmaceuticals, life sciences contracting and 
fine chemical manufacturing — and are working 
to develop new opportunities in other life 
science fields such as biotechnology. 


GENERAL REVIEW 


Connaught Laboratories Limited 
(100% CDC-owned) 


Established more than 60 years ago, Connaught 
Laboratories is one of the world’s most promi- 
nent biologicals companies. A CDC company 
since 1972, Connaught produces human and 
animal viral and bacterial vaccines and is 
Canada’s only producer of insulin and its largest 
supplier of blood fractions. In addition, the 
company is North America’s only manufacturer 
of the increasingly-popular Salk inactivated polio 
vaccine for humans and the recently-introduced 
Vicogen vaccine for prevention of pervasive and 
often fatal neo-natal diarrhea (scours) in calves. 
Connaught’s headquarters and principal 
research facilities are in Toronto. 


Sales increased markedly in 1980, in large 
measure reflecting the first full year of Vicogen 
marketing in Canada and initial U.S. Vicogen 
sales in the final quarter; greater Canadian and 
U.S. demand for hepatitis testing kits and 
vaccines in general also contributed to the sales 
increases. However, despite the greater sales 
volume, operating income declined as expenses 
rose because of the introductory Vicogen 
marketing program, expanded research and 
development, and higher financing costs. 


i 


\ f 
\ 


\ 


A 49% interest in Dominion Biologicals of 
Truro, Nova Scotia was acquired in 1980, 
reinforcing Connaught's position in blood 
diagnostic products. 


Bio-Research Laboratories Ltd. 
(100% CDC-owned) 


The only sizable Canadian company providing 
contract research in toxicology, Bio-Research 
continues to increase its share of the American 
and European markets in which more than 90% 
of the company’s work originates. 


Sales more than doubled in 1980 over 1979 
levels, despite an excess of capacity in the North 
American industry. The most significant growth 
occurred in toxicology services, where Bio- 
Research is noted for its high quality services to 
the pharmaceutical industry. This growth 
reflects the considerable progress that has been 
made in completion of facilities and recruiting of 
professional staff for this young company. The 
range of scientific services offered on a contract 
basis has been broadened and further growth in 
this area is expected now that key personnel are 
in place. 
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LIFE SCIENCES 
(Continued) 


Electronics 


Raylo Chemicals Limited 
(100% CDC-owned) 


Raylo, an Edmonton-based company, conducts 
both contract research work and custom 
synthesis of specialty chemicals. Its customers 
include governments and private industry, 
primarily in North America. 


Total sales increased by 20% in 1980, with a 
substantial increase being recorded in the 
contract research sector. However, chemical 
sales were hampered by recessionary | 
conditions. . 


A/S Dumex 
(75% CDC-owned) 


Dumex manufactures prescription drugs, anti- 
biotics and milk-based food products which are 
sold in more than 40 countries in Europe, the 
Middle and Far East, Africa and South America. 


Excellent increases in sales and earnings were 
reported by all divisions, with particularly strong 
growth in the consumer products and 
pharmaceutical divisions. Exports from 


[SEES 


Research is in the forefront at 
Connaught Laboratories, 
Toronto. 


In 1978, CDC Data Systems, a wholly-owned 
CDC subsidiary, acquired two word processing 
systems manufacturers — AES Data Ltd. of 
Montreal and Wordplex Corporation of 
California — from CDC venture capital affiliates 
which had developed the companies from 
start-up. Wordplex was operated as a division of 
AES until the end of 1980 when it was 
established as a separate operating company. 
When investing in Wordplex in 1978, CDC 
acquired a majority interest in Ventek Limited, a 
U.K.-based distributor of data processing 
equipment. In 1979, CDC Data Systems entered 
into a joint venture with Dennison Manufacturing 
Company of the United States to develop a 
high-speed non-impact printer which will have 
widespread applications in both word and 

data processing. 


Denmark of concentrate for Maltex malt-based 
tonic were higher, largely as a result of 
production commencing at the new Nigerian 
Maltex factory. The modest animal feed 
products division, which was not compatible 
with other Dumex operations, was sold at a 
small profit. 


Omnimedic Inc. 
(70% CDC-owned) 


Omnimedic prescription drug products, 
manufactured in Montreal, are marketed across 
Canada under the Nordic Laboratories name. 


Sales continued the upward trend established in 
1979 and operating results improved 
substantially, particularly during the second half. 
A new anti-ulcer drug, Sulcrate, was launched in 
mid-year and enjoyed good initial acceptance. 


For Financial Review, see page 34. 


GENERAL REVIEW 


AES Data Ltd. 
(78.5% CDC-owned) 


1980 was a successful year of consolidation for 
AES. Revenues grew by 24% to $155 million 
from $126 million in 1979 and net income 
reached $4.5 million after a loss of $5 million in 
the previous year. AES was able to maintain this 
rapid sales growth in the face of intense global 
competition because of greater strength at both 
the senior management and sales levels. 
Earnings benefited from tighter cost 

controls and improved management 
information systems. 


A number of new software products were 
introduced in 1980 that greatly enhanced the 
processing abilities of AES stand-alone and 
shared logic equipment. In addition, intensive 
development work, which will result in important 
new products, continued. Emphasis was placed 
on further strengthening the company’s 
distribution network and ensuring that quality 
service would be maintained for AES’ constantly 
growing customer base. 
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ELECTRONICS 
(Continued) 


Ownership of all Wordplex operations was 
transferred from AES to a new wholly-owned 
CDC subsidiary, Wordplex International Inc., at 
the beginning of 1981. AES will enjoy marketing 
and engineering benefits from the separation of 
the two companies. A new AES subsidiary will 
provide AES with separate sales and service in 
the United Kingdom. On the engineering side, 
AES is broadening its capability with 
shared-logic systems, an area in which 
Wordplex specialized when the two companies 
were combined. AES thus expects to compete 
even more effectively as a separate entity in this 
growing market. 


Wordplex International Inc. 
(100% CDC-owned) . 


Wordplex is already a leading supplier of a full 
range of word processing equipment in Europe, 
the United Kingdom and Australia. Transfer of 
ownership of all Wordplex operations from AES 
to anew wholly-owned CDC subsidiary, 
Wordplex International Inc., at the beginning of 
1981 will ensure that Wordplex enjoys greater 


penetration of the U.S. market and is expected to 
increase CDC’s share of the international word 
processing equipment market. 


Significant new stand-alone products will be 
introduced in 1981 and Wordplex International 
will be opening sales and service offices in major 
American centres. Servicing of existing 
Wordplex users in the U.S. will also be handled 
by these new offices. 


Delphax Systems 
(50% CDC-owned) 


Delphax, a joint venture between CDC and 
Dennison Manufacturing Company to develop 
an economical high-speed non-impact printer, 
was announced late in 1979. During 1980, 
staffing was begun, a Metropolitan Toronto 
research and development centre was 
established, and significant progress was made 
towards commercial refinement of the Delphax 
printer. Production is scheduled to begin in 

late 1981. 


Ventek Limited 
(57% CDC-owned) 


Ventek, the United Kingdom distributor of 
distributed data processing equipment 
manufactured by Datapoint Corporation of the 
United States, experienced another successful 
year. Net income grew by 43% on sales 
increases of 30%. 


Investments 


CDC increased its equity position in AES by an 
additional $25 million in 1980; these additional 
funds were used by AES to sustain its rapid 
growth and intensify innovative product 
development. CDC also expanded its support for 
AES by investing $35 million to acquire 
convertible debentures equivalent to 7.8% of the 
fully diluted common equity of Lanier Business 
Products Inc., the American distributor and 
minority shareholder of AES. The investment in 
Lanier, attractive in its own right, further cements 
the relationship between AES and Lanier and 
provides the latter with greater financial 
resources to continue its aggressive 
development of the U.S. word processor market. 


For Financial Review, see page 36. 


An AES production line 
in Montreal. 
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Fishing 


In 1980, CDC entered the Canadian fishing 
industry by acquiring a substantial minority 
interest in Fishery Products Limited, the largest 
private-sector employer in Newfoundland. Since 
its incorporation in 1941, Fishery Products has 
been a family business. However, it needed 
additional sources of equity capital to take full 
advantage of the unprecedented growth 
potential brought to the industry by new 
government emphasis on resource manage- 
ment and extension of the coastal limit. 


GENERAL REVIEW 


Fishery Products Limited 
(40.8% CDC-owned) 


CDC’s $34.4 million investment in Fishery 
Products, made in September 1980, took the 
form of share capital and provision of long-term 
financing through debenture loans. 


For the Newfoundland fishing industry, 1980 
was a difficult and disappointing year, marred by 
weak markets and labour unrest. Prices for fish 
products in the important American market 
were soft, reflecting the general recessionary 
conditions in that country. Strikes by trawler- 
men, inshore fishermen and plant workers took 
place over the course of the year, with the result 
that operations were closed down for a total of 
some four months. Thus, while Fishery Products 
made a contribution to CDC’s earnings from 
acquisition, the contribution was less than 
anticipated. Labour unrest of this magnitude is 
rare in the industry and such disturbances are 
not expected to recur in the short term. 


Important plant upgrading and expansion com- 
menced in 1980 and the company committed 
to the purchase of two new Canadian-built 
trawlers. The new vessels will be delivered in the 
latter part of 1981 at a cost of some $7 million 
each as the first stage of a five-year $60 million 
trawler replacement program. At year-end, the 
company was also investigating the possible 
acquisition of additional vessels. 


The company strengthened its Massachusetts- 
based U.S. marketing organization in 1980 

and laid the groundwork for a much larger 
Canadian retail operation that will feature more 
widespread distribution, new products and 
expanded marketing support. 


For Financial Review, see page 35. 


Packaging fillets at Fishery 
Products’ Marystown, 
Newfoundland plant. 


Venture and Expansion Capital 


Cremanco computerized 
control system (foreground) 
automates food services 
controls in many modern 
hotels and restaurants. 


Through its wholly-owned subsidiary CDC 
Ventures Inc., CDC operates Canada’s largest 
pool of venture capital — equity funds invested 
in smaller business ventures at the conceptual 
or early development stages. Along with other 
investors, CDC Ventures held equity positions in 
seven venture capital companies at the end of 
1980. These venture capital companies, in turn, 
invest in young smaller firms that promise 
substantial earnings growth in the long term. 
Like AES Data (which entered the CDC family as 
part of the Innocan portfolio) and Wordplex 
(initially held by Venturetek) before them, some 
of these venture capital-supported firms may 
eventually become candidates for acquisition by 
CDC itself. CDC Ventures also participates in 
CanWest Capital Corporation of Winnipeg, an 
expansion capital organization that acquires and 
participates in the management of medium-size 
companies, either to reorganize them and 
improve their profits with the intention of resale 
or to take positions in selected industries for 
long-term growth and development. 


GENERAL REVIEW VENTURE CAPITAL 


Innocan Investments Limited 
(25% CDC-owned) 


As it has each year since CDC assisted in 
launching the company in 1973, Innocan 
experienced excellent growth in 1980, adding 
one new company and expanding existing 


members of the Innocan group. The acquisition 
of Montebello Metal Ltd., a manufacturer of 
impact extrusion packaging products, will 
complement the product line of Innocan’s 
Genpack Corporation, a manufacturer of plastic 
containers and packaging products. Substantial 
expansion, undertaken with financial assistance 
from Innocan, took place at Cremanco Systems 
Limited, a manufacturer of micro-processor 
systems for the food service industry; Inter- 
national Systcoms Ltd., specializing in com- 
munications and energy management; and 
Sentrol Systems Ltd., a manufacturer and 
distributor of electronic process control 
equipment for the pulp and paper, petroleum 
and metal industries. 


To support this expansion, Innocan raised 

$16 million in new equity financing from existing 
and new shareholders. In keeping with the 
mandate of CDC Ventures to participate most 
actively in venture capital companies which are 
still in the early development stage, CDC 
decided against increasing its already 
substantial investment in Innocan, now a 
well-established corporation. As a result of this 
decision not to participate in the new share 
issue, CDC’s ownership of Innocan declined 
from 37% to the current 25%. 


When AES Data Ltd. was sold by Innocan in 
1978, the agreement included provision for 
subsequent earn-out payments to Innocan. The 
final payment of $32.4 million was made in 
1980. Innocan then distributed the entire pay- 
ment as dividends to its shareholders, including 
$12.0 million to CDC. 


Ventures West Capital 
(25% CDC-owned) 


1980 was an active year for this Vancouver- 
based venture capital company. Approximately 
$4.8 million was raised through two equity 
issues, one major asset was sold, a new 
company was added, and expansion took place 
in the minerals division. In addition, Ventures 
West was instrumental in the formation of 
Alberta Ventures Fund, a new venture capital 
company located in Calgary (see page 26). 


Sale of Frio Oil Ltd. for $16 million allowed a 
cash payout of approximately $9.0 million to 
Ventures West's shareholders through redemp- 
tion of preferred shares and dividends on 
common stock. CDC's share of this payout 
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VENTURE AND EXPANSION 
CAPITAL (Continued) 


The intricate research 
behind Vancouver's 

Moli Energy long-life 
electric storage battery is 
partially funded by 

TDC — Technology 
Development Corporation. 


amounted to approximately $4.5 million, 
including $2.5 million received for redemption 
of preferred shares. 


During the year, Ventures West acquired a 50% 
interest in Renoir Cheese, a manufacturer of 
Brie, Camembert and other specialty cheeses. 
Major improvements in the Freen Screen 
process led to a supply contract with a well- 
known U.S. television manufacturer. Further 
investments were made in mining activities in 
northern British Columbia and the Queen 
Charlotte Islands through its subsidiary, 
Ventures West Minerals. A gold mining property 
in Nevada and a lead zinc property in the Yukon 


showed excellent promise. A U.S.-based oil and 
gas company was formed. 


CDC participated in the company’s first equity 
offering but did not take part in the second 
offering. As a result, CDC’s ownership of 
Ventures West declined to 25% from 49%. 


TDC — Technology Development Corporation 
(50% CDC-owned) 


A joint venture between CDC Ventures and Teck 
Research Corporation to bring high technology 
research and development projects to a com- 
mercial state, TDC — Technology Development 
Corporation was formed in 1980 with initial 
capitalization of $10 million. The company is 
currently involved in several development 
projects, including an advanced electric storage 
battery, pumps which convert salt water to fresh 
water, solar cells, superconductors, and a 
slow-release fertilizer. It is anticipated that further 
funding will be required in 1981 to maintain this 
ambitious development program. 


Alberta Ventures Fund 
(19% CDC-owned) 


Alberta Ventures Fund, a new venture capital 
firm, was established in 1980. 50% of the Fund’s 
capital was subscribed by Alberta residents and 
the remaining 50% was invested by Canadian 
institutions outside the province. AVF will direct 
its investments to the natural resources area with 
emphasis on the servicing and transportation 
sectors of the oil and gas industry where ad- 
vanced technology can be used to commercial 
advantage. 


Merchant Bancorp 
(50% CDC-owned) 


Designed to fill the gap between high-risk 
venture capital financing and normal banking 
functions, Merchant Bancorp was formed in 
1980 as a joint venture between CDC Ventures 
and Equity Bancorp. Merchant Bancorp will 
arrange financing and provide support services 
such as marketing and strategic planning 


guidance for small and medium-sized com- 
panies which have superior growth prospects. 
Merchant Bancorp will assist in mergers, 
acquisitions and management buy-outs. 


CapVest Limited 
(100% CDC-owned) 


Wholly-owned CapVest was formed in 1980 to 
invest in and develop smaller enterprises that 
have the potential to grow large enough to be 
held and managed directly by CDC. 


Venturetek International Limited 
(CDC's 32% interest sold in 1981) 


McPhar Instrument Corporation, a designer and 
manufacturer of geophysical equipment, 
received and completed a $3.5 million overseas 
contract during 1980. As a result of this offshore 
order and expanded demand for its services in 
Canada and Mexico, McPhar enjoyed record 
sales and earnings. 


Stake Technology Limited, with two plants in 
Maine and Florida producing cattle feed from 
waste biomass, began construction of two new 
plants in Minnesota and British Columbia. 
Letters of intent were signed for construction of 
several more plants in Mexico. Research is 
continuing into adaptation of the company’s 
technology to the production of ethanol. 


PoP Shoppes sales reached $27.5 million in 
1980. While further progress was made in 
controlling expenses, the company continued to 
record operating losses, although a capital gain 
was made on the sale of The Double Cola 
Company of Chattanooga, Tennessee. 


In March, 1981, CDC Ventures sold its holding in 
Venturetek to other Canadian interests in order 
to concentrate on newer venture capital projects. 


FINANCIAL REVIEW VENTURE CAPITAL 


In 1980, the venture capital group, excluding 
CanWest Capital, incurred losses of $3.6 million. 
However, the success or failure of venture capital 
companies is not specifically measured by 
operating results in any particular year. Rather, 
the expectation is that profits will be earned 
through disposition of the individual investments 
once they have been developed to a point where 
they are attractive to other investors. During 
1980, CDC received $17.0 million, in dividends 
and redemptions of preferred shares, from 


€: 7 By 


Collapsible aluminum tubes, 
found in every home, are 
made by Montebello Metal 
Co., Hawkesbury, Ont., an 
Innocan company. 


Ventures West and Innocan Investments; this 
represents CDC’s share of proceeds from 
successful divestitures by those companies and 
reinforces our faith in the long-run profitability of 
venture capital activities. 


GENERAL REVIEW EXPANSION CAPITAL 


CanWest Capital Corporation 
(46% CDC-owned) 


1980 was a year of consolidation for CanWest. 
Management was strengthened in key areas. 
The financial services subsidiary acquired a 
controlling interest in Aristar, Inc., a major 
finance and insurance company in the United 
States. A 50% interest in Macleod-Stedman Inc., 
a Canadian retailing company, was CanWest’s 
only direct acquisition during the year. 
CanWest's investments also include the 
Monarch Life Assurance Company, Crown 
Trust Company, Canreit Advisory Corporation, 
Na-Churs Plant Food Company, Global 
Communications Ltd., and Universal 
Subscription Television Inc. 


ay 


Consolidated Financial Review 


Revenues 
(millions of dollars) 


$ 2,359.2 


2,014.9 


1976 77 78 79 80 


Net Income 
(millions of dollars) 


$189.1 


123.4 


1976 77 78 79 80 
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In our last annual report, we noted that CDC 
crossed the threshold of the 1980s in a strong 
financial position, well prepared for further 
growth through both expansion of existing 
holdings and acquisitions. During 1980, this 
financial depth enabled CDC to invest $113.3 
million while its companies applied a further 
$232.2 million to exploration, development and 
additions to properties, plants and equipment. 
Record cash flow from operations of $331.3 
million and a $300 million equity issue more 
than offset these applications of funds, bringing 
the Corporation to an even stronger financial 
position at year-end. 


Consolidated revenues grew to $2,359.2 million 
from $2,014.9 million in 1979. Sales increased 
in each of CDC's four industry sectors, as shown 
in the following table: 


CONSOLIDATED REVENUE 
BY INDUSTRY SECTOR 

% 
1979 GhANGE 


(millions of dollars) 


1980 


Petrochemicals $1,886.0 $1,629.0 15.8 
Electronics 193.5 15325. PRG), Ih 
Life sciences 162.5 132.3 22.8 
Oil and gas 63.7 Did 24.7 
2,305.7 1,965.9 is: 

Interest income 27.6 283 (2.5) 
Other income 25.9 PLOT) Zon 
$2,359.2 $20149 Ie 


The greatest proportionate increase in revenues 
occurred in the electronics division where AES 
Data continued to increase market penetration 
while effecting new cost efficiencies. Widespread 


recession and lagging automotive sales held 
down revenue growth at Polysar but steadily 
improving plant operations at Petrosar led to 
enhanced output. 


Contribution to Net Income 


Net income rose by 53% to $189.1 million from 
the restated previous record of $123.4 million 
eared in 1979. CDC’s consolidated and affili- 
ated companies contributed to this net income 
as follows: 


1980 1979 
(millions of dollars) 

Petrochemicals $ 74.1 $ 57.8 
Mining 108.1 46.6 
Oil and gas 24.9 20.2 
Life sciences 2.8 4.2 
Electronics — 1.6 
Venture capital (7.7) (3.4) 
Fishing 7 —_ 
CDC (13.8) (3.6) 
Net Income $189.1 $123.4 


Steadily greater operating efficiency, higher 
product prices and reduced down time contri- 
buted to substantially increased net income at 
Petrosar and resulted, after payment of preferred 
dividends, in a positive contribution to CDC and 
its other common shareholders. Reflecting the 
same factors that led to greater earnings, 
Petrosar’s cash flow increased from $53.8 
million to $110.2 million. Although physical 
sales volumes were reduced by 2% at Polysar as 
a result of the general economic slowdown, this 
effect was offset by rising prices, improved 
equity earnings from Petrosar, and foreign 
currency translation gains with the result that net 
income was virtually unchanged from the 
previous year. Texasgulf's substantially greater 
earnings resulted largely from higher selling 
prices of almost all products. At CDC Oil & Gas, 
cut-backs in natural gas purchases by 
Trans-Canada Pipelines brought about a small 
decline in production; however, net income rose 
by one-third from the 1979 level owing to 
product price increases that more than offset 
higher costs. 


Total Assets 


(millions of dollars) 


3,446.3 


2,803.8 
2,559.5 


AQ —— 
1,592. 


6 77 78 79 80 


Cash Flow 
from Operations 
(millions of dollars) 


$3313 


267.3 


"1976 77 78 79 80 


Fully Diluted Earnings per 
Common Share 
( dollars) 


$ 3.52 


2.45 


1976 77 78 79 80 


In the non-resources sector, operating income 
increased for the life sciences group but ex- 
panded investment in research and develop- 
ment, higher interest charges and heavy 
marketing costs caused net income to fall from 
the 1979 level. Earnings increases of CDC Data 
Systems primarily resulted from increased sales, 
tighter cost controls and improved management 
information systems at AES Data. In the venture 
capital division, profits resulted from the dis- 
posal by Ventures West Capital of its interest in 
Frio Oil. However, these were offset by operating 
losses suffered by other CDC Ventures’ affiliates, 
including CanWest Capital which incurred 
losses on its U.S. pay television operations. 
Fishery Products became a CDC affiliate late in 
the third quarter of 1980 and made a small 
contribution to our earnings. Results of CDC 
itself reflect interest charges on the 
Corporation’s long-term debt, withholding taxes 
on dividends from foreign sources and costs of 
CDC's own operations, offset to some extent by 
interest revenue on short-term investments. 


After payment of preferred dividends, net in- 
come per common share was $5.13, an 
increase of 50% over the $3.42 earned in 1979. 
Assuming full conversion of the Class B and 
1980 preferred shares into common shares, 
fully diluted net income per share for 1980 was 
$3.52 compared with $2.45 in 1979. Return on 
common equity rose to 24.1%, substantially 
greater than the 19.1% earned in the 

previous year. 


Consolidated retained earnings increased to 
$451.6 million at the end of 1980 after dividends 
of $21.8 million on preferred shares and 
amortization of share issue expenses of 71.2 
million. The corresponding figure in 1979 was 
$285.5 million. 


Changes In Financial Position 


Cash flow, the measure of internally-generated 
funds, increased to $331.3 million from $267.3 
million in 1979. In addition to these substantial 
funds from operations, companies of the CDC 
group issued $179.8 million in long-term debt. 
Of this amount, primarily raised in foreign 
currencies, $136.5 million was raised by CDC 
Oil & Gas and $30.3 million by Polysar. CDC Oil 
& Gas arranged a further credit facility that was 
not exercised. CDC itself raised $300 million by 
issuing convertible voting preferred shares, the 
largest underwritten equity issue to that point in 
Canadian history. 


These funds were used in acquisition programs, 
capital investments, reduction of long-term debt, 
and payment of dividends. CDC Oil & Gas 


invested $90.6 million in energy exploration and 
development. The CDC group of consolidated 
companies invested $141.7 million in additions 
to other fixed assets, including Polysar’s $86.7 
million expansion and acquisition activities. CDC 
itself invested $113.3 million, including $34.4 
million for a 40.8% interest in Fishery Products, a 
$35.0 million convertible debenture of Lanier 
Business Products, and participation totalling 
$22.5 million in the Texasgulf dividend reinvest- 
ment plan. Long-term debt and investments by 
minority shareholders were reduced by a total of 
$164.9 million; of this amount, $96.7 million in 
debt was retired by CDC Oil & Gas and $35.0 
million in preference shares were redeemed by 
Petrosar. Dividends of $73.5 million were paid to 
minority and preferred shareholders in Petrosar, 
Polysar, some life science companies and CDC. 
The balance of funds generated, $186.2 million, 
was added to working capital. 


Financial Position at Year-End 


CDC ended the year with shareholders’ equity of 
$1,319.0 million, an increase of 54.8% over 
year-end 1979. Working capital stood at $616.9 
million, including $369.8 million of cash and 
short-term investments. Total assets amounted 
to $3,446.3 million and long-term debt to 
$609.3 million. Thus your Company is well 
equipped to take advantage of the future 
opportunities for further expansion and 
acquisition that we confidently expect to arise. 
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Petrosar Limited 


Commenced commercial operations April 1, 1978 


Financial Review 


Income Summary 


Revenues 6) ..2355. 2.64, Oe 


selling and administration. ... 5. 
Interest. 2 Se oo. oe 
Taxes, minority interest, other ce oo 

Net income ©. 2 oo . oe oo 


Cash flow... le 


Balance Sheet Summary 


Working capital: -- 2... | 


Cire aces Cee ee ea het bear eat Sen ete ar meee 


Fixed assets (net).............. ( - oe 


Sales and Income 


The steady poet that has been spose: in Petrosar’s 


revenues and earnings since it began commercial operations 
in 1978 accelerated in 1980. Revenues increased by more | 


than 25% from the previous year's level to $865.7 million. As . 


a result, net income grew by almost 175% to reach $46.7 
million from $17.1 million in 1979. Higher average prime _ 
interest rates during 1980 caused dividends to holders of 
Class A preference shares to be $2.7 million greater than in 
1979; nevertheless, after provision for these dividends of 
$37.5 million, common share earnings were $9.2 million 
compared with a loss of $18.2 million in the previous year. 
Cash flow of $110.2 million was more than twice the 1979 
cash flow of $53.8 million. 


Financial 


During 1980, $35 million of Petrosar’s Class A preference 
shares were redeemed, leaving $390 million outstanding. 
Polysar, Du Pont and Union Carbide subscribed to an 
additional $6.0 million of Class B preference shares. The 
additional subscription by the company’s principal 
shareholders was made early in the year and is expected | 
to be the last input for existing operations required 

from shareholders. 


Capital Expenditures 


A total of $20.7 million was spent for additions to and 
improvements of property and equipment, compared with 
$6.9 million in 1979. The increased capital Ste 


Pee nec tate ei tee Ces ee Te ee Se 


eae ee ete er ar ere eee on 


Pee eee aie i See er ee eR ee et ee 
ob ee eee ww ee ee ee ee 


© 6h wice ie! 6s Sw ene 8 eee cena erce 


er ee ar ees er ee eC ee eee et ee Se 


Total assets....... Ae We 


se ee ee ee ee ew Oe he 


Shareholders’ equity... .. to. hh 


represen: the fist ane in the oe progi 
_ the plant's operating reliability and efficiency, 


__ heavy fuel oil pede 


improved plant operations. Failure of the federal an 


1978 : 
x months) 


1979 


1980 


ability to crack a wider range of feedstocks, a 


Outlook 


In 1981, Petrosar i is oe to ee finance! 
similar to those of 1980 with slightly weaker markets of 


provincial governments to resolve their differences over > 
energy pricing may result in some shortages of domestic Se 
crude oil during 1981. In the event of such shortages, oe 
Petrosar has been assured of access to feedstocks on a 
equitable with other Canadian refiners. Should domestic 
shortages of crude oil arise, the program to improve - 

Petrosar’s ability to use a broader range of feedstocks v would — 
ensure that petrochemical output would not be adversely, a 
affected by any shortages. . 8 = 


_ As aresult of the substantial capital expenditure en 
_ to improve plant efficiency and feedstock flexibility, P 


earnings are ue. to continue to improve in eS 
and ee — : 


1980 1979 1978 1977 1976 
a millions of dollars) 

ee. $ 1,180.6 $1 066. a: $ 807.3 § 609.4 $ 488.9 
SNe are nas 966.4 28235. 671.8 SE eye) 413.2 

OU a ee al 80.0 72.8 72.4 58.2 46.1 
GI ees 37.1 315 28.3 21.1 14.9 
ee 23.7 65.0 16.3 2.0 7.2 
BPE EN 73.4 74.1 18.5 14.4 12 
eee oe 130.0 141.0 64.1 41.6 28.0 
eS ae - $ 270.0 $ 250.5 $ 200.8 $ 99.1 $ 778 
STOR EL oo 320.9 243.9 216.3 222.8 207.3 
a ere ae a 1,044.1 909.9 766.1 646.4 530.5 
Cn eae es 228.8 2034 205.1 191.8 160.6 
eee 380.7 317.9 262.3 255.9 211.4 


Vorki ey : 
ching $270.0 million. 
million, while less — 


in eased its 


‘investment in Petrosar by $2.9 million, bringing the carrying 


value of its investment in Petrosar to $97.9 million at 
year-end. Total assets at December 31, 1980 stood at 
1,044.1 million, the first time that assets have exceeded 


$1 billion. 
| Outlook 


Markets for Polysar’s principal products are expected to 


remain moderately weak in 1981 and this, combined with the 
costs of the ambitious expansion program begun in 1980, 
may result in slightly reduced earnings. Markets are expected 
to improve in 1982 and this, together with start-up of the 
additional butyl facilities, is expected to produce growing 
earnings through the middle of the decade. 
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Texasgulf Inc. 


Financial Review 


Income Summary 


Revenues... 05... as i Ee, 


Operating costs and exploration ....... aoe tee, © 062-0 a. a. 
Selling and administration ........... oe We AD 34.1 249° 
Interest: ee (145 35.0 
income taxes << 2. ee 1348 i. Lo 
Cumulative effect of change oe oe 

to flow-through method of _ tt 

accounting for investment tax credits.................. 39.1 

Netincome...- 2 2 325.6 

Working capital provided from operations....:......... 360.3 

Balance Sheet Summary 

Working capital ......... Ce oo. $ 292.3 

Fixed assets (net). 9.70. oe ing. FAISG | 11270 

Total assets........00.5.0 2 010.4 =: 1,648.1 

Long-term debt (less current maturities) oo 344.5 

Shareholders’ equity ................ Oe A 167. a 


Sales and Income 


Buoyant market conditions for most products — particularly 
silver and sulphur — led to a record year for Texasgulf. Sales. 
grew by almost 40% to $1,090.1 million, the first time in the - 
company’s history that sales have exceeded the $1 billion | 
mark. Net income of $325.6 million was more than double 
the $136.9 million earned in 1979; CDC’s share of these 
earnings was $108.1 million. 


Net income rose by 90% to $168.3 million for Texasgull 
Chemicals Company, by almost 90% to $116.5 million for 
Texasgulf Metals Company, and by 107% to $5.8 million at 
Texasgulf Oil and Gas Company. 


Operating costs increased in 1980, partly as a result of higher 
sales volumes but primarily because unit costs increased. 
Interest expense declined in 1980, principally because more 
interest was capitalized. The effective rate of income taxes 
decreased to 32% of pre-tax income in 1980 from the 1979 
rate of 34%, the result of changing the technique of 
accounting for investment tax credits to the flow-through 
method which prevails in the mining industry. Under the 


(All figures are reported in U.S. dollars unless otherwise stated. ) 


eS of the ee 


flow-through method, investment tax cr 
net income in the year the qualifying i invest 
rather than by amortizing the Ce over th 


Financial 


Texasgulf’ s aieady strong fiance poston improv : 
in 1980. Total debt to total adjusted capitalization d 
to 23.0% from 29.0% for 1979. Coverage of fixed ct 
was 9.0 times, compared with 4.3 times in 1979. We 
capital amounted to $292.3 million at year-end and as 
totalled $2,010.4 million, an increase of $362.3 million. 
Shareholders’ equity stood at $1,167. 6 million, ee L 

$297.1 million. © oS 


No new borrowing was required during ania and 
long-term debt was reduced by $6.3 million through — Se 
sinking fund and scheduled repayments and purchases. es 
of debentures. ~ 


Outlook 


Domestic and export demand for phosphates and potash is 
expected to be strong. Sulphur is in tight supply worldwide. — 
Zinc prices are expected to continue to improve. Soda ash | 

and copper prices should rise with an upturn in the economy. 
especially in the housing and automobile industries. World| 


consumption of Texasgulf's principal products will continue 
to grow. 


CDC Oil €& Gas Limited 


Financial Review 


icone Summary 

Reyes... 
Operating costs. and depletion eer ae a eg 
Administration ee 


Pe at et Sr Set ee ee 
Hila tibieciayer he itcevelaw el 6) (elie «is KoNleh eile ei eee \'e Jee) -e.-e 


Se 


ee ee ee Se ee 
Dee eet er ecient 
PEG PEN EAE ENR RE ANIA ire haa Gage aE casa yh a ee a a 
GA aiisi (ew 6iw Wise sie Rai 6k 64s 8) ge oie oe. 


 eieing epi: plea a) a: ee! 661 e) 616) 6 S28 jee, j6. 9. 9,08 08 ae 


ae 3 raillion | in 1 1979. Cah ee from 

operations rose to $54. 2 million from $41.9 million the year 

ier. And net income came to $27.1 million compared with 
illion i in 1979. 


osts for bour ae metericle together with increased 
¢ rporate activity and significant expansion of the 
professional staff resulted in increased operating and 
administrative expenses of $11.6 million compared with $8.6 
million in 1979. The charge for depreciation, depletion and 
amortization rose by $3.5 million to $13.2 million, reflecting 
revisions to reserve estimates, higher production levels in the 
United States, and the greater costs of finding new reserves 
relative to the cost of existing reserves. Total income taxes 
amounted to $12.4 million, with the entire amount deferred 
due to the high capital expenditure level. 


Financial 


Working capital stood at $11.4 million at year-end 1980, a 
2.1 million decrease over the year. Dividends of $6.2 million 
e paid to CDC. The company arranged a $315 million 
revolving/term loan facility with a Canadian chartered bank 
and successfully placed a six-year 50 million Swiss franc note 
a European financial institution. 


1980 1979 1978 1977 1976 


(millions of dollars) 


64.3 e518 $ 43.2 2 35.3 $ 26.5 
21.7 16.5 13.4 10.7 9.0 
3.1 17 SS) of. st 
— 3 8 of ES 
12.4 12.5 10.4 8.5 5.4 
27.1 20.3 P77 14.7 9.7 
54.2 41.9 34.0 29.4 20.6 
11.4 21355 - 3 $ 46 $ 54 
305.1 227.6 182.8 148.2 19.5 
348.1 250.1 194.4 157.6 87.8 
117.3 119 78.3 69.3 20.0 
131.1 110.2 69.3 56.0 45.8 


Capital Expenditures 


Capital expenditures during 1980 amounted to $90.6 million, 
an increase of 66% over the $54.4 million spent during 1979. 
This amount was 1.67 times the company’s cash flow and 
required increased borrowing. 


Outlook 


As a result of higher taxes under the National Energy 
Program, 1981 earnings at CDC Oil & Gas are expected to be 
some 20% below levels achieved in 1980. Continued 
concentration on expansion of the company’s reserves will 
create a strong base for earnings growth in the mid-1980’s. 


Change in Accounting Practice 


In 1980, the company changed some aspects of its method 
of accounting for oil and gas properties. An explanation of 
these changes may be found in Note 10 to the Consolidated 
Financial Statements. 
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CDC Life Sciences Inc. 


Financial Review 


Income Summary 
REVENUES... oe 


Selling, administration and research................ 
Interest. 056 ei ee ae Se 
‘Taxes, minority interest, other... ....2025. 3. 
Net income: 0.53 Gs ee a 
Cash) NOW oe ea oe 


Balance Sheet Summary 

Working Capital 0262 ee aos 
Fixed assets (net).......... Oe ee 
Total assets. 0 os, Ce Pere, oo 
Long-term debt. 5.0. see. Re 
Shareholders: investment ....... 0. 20 : 


Although net income for CDC Life Sciences was lower in. 
1980 than in 1979, operating profits increased 40% over 
1979 and major improvements were effected at ele 

Omnimedic and Bio-Research. 


Connaught Laboratories 


Despite a 1980 sales increase of 14% to $46.6 million, 
operating income fell from the 1979 level, largely as a result 
of some production problems and marketing expenses to 
launch the new Vicogen vaccine in the United States. Sales 
were only slightly reduced by the arrival of a second supplier 
of insulin in the Canadian marketplace; this was more than 
offset by very strong gains in sales of diagnostic products and 
vaccines. Research and development expenditures increased 
by 45% to $9.0 million with significant growth occurring in 
long-term research programs designed to lead to 
fundamental new products and processes. 


Bio-Research Laboratories 


1980 was the first full operating year for the restructured 
company and sales more than doubled to $4.8 million, 
reflecting steadily increasing penetration of the U.S. and 
European toxicology market. This was achieved despite 
substantial excess capacity in the industry, particularly in the 
United States. As anticipated, the company experienced a 
small loss in 1980 but enters 1981 with a good backlog of 
contracts in hand. 


1980 


“were cence unchanged fr from 1979 wher =n 


1979 1978 1977 eis. 


(millions of a 


§ 1378 12 1308 


was incurred. 


A/S Dumex = 


Sales increased by 25% to $103, 6 million in 11980, led b 
pharmaceutical and consumer products division sales. 
Combined with tight control over expenses, this sales __ 
increase yielded net income more than double the 
1979 level. 


Omnimedic 


Sales increased by 10% over the 1979 level despite 
continuation during the first six months of a labour dispute 
which began the previous year. Although the company 
showed considerable improvement from 1979 andwas) 
profitable during the second half of 1980, modest operating 
losses were recorded for the year as a whole. 


Outlook 


Growth in both sales and profits is expected at Connaught in. 
1981. To meet anticipated demand for the company’s — 
products and to further improve research facilities, a sizable 
capital investment program will be undertaken. 


Bio-Research sales should increase again in 1981 and = 
produce an operating income for the first time. The company = 


‘sales are forecast to increase by 
ter improvement in operating 

tion i is expected to come from 
ass ted by continuing improve- 


oad See for the 
ses in humans 


Fishery RrOgucts Limited 


(CDC interest acquired Bentenben 1980) 


Financial Review 1980 


(4 months) 
: ( millions of dollars ) 
_ Income Summary 

Reventies 2.3255. Rs Be ee me le 
Contribution to one peer OT a eee a | 

Balance Sheet 
Fixed assets (net) ..... LSE Sere eee es 45.9 
Total assets 52. 6c Se ee Seta: 102.0 
COCs InvestInent. 24 i es 34.8 


In common with other Newfoundland fishing companies, 
Fishery Products suffered from weak markets and labour 
unrest in 1980. Thus, although conditions improved 
throughout the final quarter and the company contributed $.7 
million to CDC, the contribution was less than had 

been anticipated. 


Outlook 


The Canadian fishing industry is benefiting from changes in 
international law that have extended the coastal limit to 200 
miles. In addition, new federal government emphasis on 
conservation of this renewable resource ensures that the 
Canadian fishing industry will be able to keep pace with 
growing international demand. Thus, industry prospects 
are excellent. 


Fishery Products itself is carrying out a capital expansion 
program that, along with new retail marketing programs 
begun in 1980, is expected to result in greater growth and 
enhanced profitability in coming years. 
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CDC Data Systems Limited 


(Commenced operations August 1978) 


; ‘ ; 1980 1979 1978 

Financial Review (5 mierthe) 
(millions of dollars) 

Income Summary 
Revenues. -.... 3... 56 $ 195.2 $ 154.6 $ 446 
Cost of sales 6. ooo ee ee 94.9 84.0 21.8 
Selling, administration and research 0.2). 87.6 66.5 19.2 
Interest . 2. 6 io ee aa a ee 6.6 4.4 14 
Taxes, minority interest, other) 0... 2525. 6.0 (1.9) tz 
Net income. 2. oes i oe a a wl 1.6 13 
Cash flows. 266 se ae 16.8 216 16.2 
Balance Sheet Summary : 
Working capital... 0.2 a $ 45.4 $ 38.0 $ 20.7 
Fixed assets. (net) 64.02 5 a ee ee 23.7 15.6 9.1 
Jotal assets... on es a 225.8 180.5 128.4 
Long-term debt:2. 0225 eae ee 29.3 18.8 Lig 
Shareholders” investment) 4°... 6. a a 121.2 39.3 40.6 


Financial results for CDC Data Systems are after amortization 
of goodwill related to the acquisition of AES Data and the 
expensing of all outlays at Delphax. 


AES Data Ltd. 


In past years, AES has given priority to gaining market share. 
While this effort was continued in 1980, emphasis was placed 
on increasing the overall efficiency of the company. Sharp 
reductions were achieved in marketing and administration 
costs as a percentage of sales and important economies 
were also recorded in production costs. While this consolida- 
tion was taking place, sales increased by some 24% in the 
face of world-wide recession and intense market competition. 


AES, including Wordplex, earned $4.5 million on sales of 
$155 million in 1980 compared with a loss of $5.0 million on 
sales of $125 million in 1979. Working capital at year-end 
had increased to $42.2 million from $20.8 million in 1979 
and total assets grew to $132.6 million from $109.7 million. 


Ventek 


Ventek maintained its record of strong growth in revenues, 
increasing sales by more than 30% to $38.2 million from 
$29.0 million in 1979 and earning a healthy return on 
investment. Working capital at year-end stood at $6.7 million 
and total assets had reached $18.4 million. 


Outlook 


AES expects a more rapid growth rate in 1981 as anumber 
of new products are introduced to the marketplace. Whereas 
some increased marketing and administrative efficiencies will 
be obtained, the changeover in manufacturing and field 
engineering to these new products will limit any improve- 
ments in pre-tax margins. The full benefit of new word 
processing products is typically not realized until the second 
and third year of production. 


Wordplex will operate as an independent entity in 1981. This 
independence should increase the company’s share of 
international word processing markets, although costs of 
establishing a U.S. distribution network will hold down 
earnings in the short term. 


Delphax printers are expected to be available for sale to 
electronics equipment manufacturers late in the year but any 
significant contribution to revenues and earnings of CDC 
Data Systems in 1981 is unlikely. 
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CANADA DEVELOPMENT CORPORATION 


Consolidated Financial Statements 
So ISIS ST 


Year ended December 31, 1980 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


This summary of the significant accounting policies of 
Canada Development Corporation and its subsidiaries is 
presented to assist the reader of the financial statements. 


Principles of Consolidation 


The consolidated financial statements incorporate the 
financial position, operating results and changes in financial 
position of the Corporation and its subsidiary companies, 
which are listed in note 11. 


Foreign Exchange 


Non-Canadian current assets and liabilities are translated at 
the rate of exchange in effect at the balance sheet date, all 
other assets and liabilities at the rates prevailing when the 
assets were acquired or the liabilities incurred. Income and 
expenses, except depreciation, depletion and amortization, 
are translated at rates in effect during the year. Gains or 
losses resulting from such translation practices are reflected 
in the consolidated statement of income. 


Short-Term Investments 


Short-term investments are valued at cost which approxi- 
mates market value. 


Inventories 


Inventories are valued at the lower of cost and realizable 
value. 


Long-Term Investments 


The Corporation accounts for investments in companies over 
which it has significant influence on an equity basis. Other 
long-term portfolio investments are accounted for by the 

cost method. 


Petroleum and Natural Gas Properties 


The Corporation follows the full cost method of accounting 
for oil and gas operations, whereby all costs of acquiring 
properties, exploring for and developing oil and gas and 
related reserves are capitalized in various cost centres. 

Such costs include land acquisition, drilling both productive 
and non-productive wells, overhead expenses and financing 
costs. 


Depreciation and Depletion 


Depreciation of plant and equipment other than that 
relating to petroleum and natural gas properties is based on 
the estimated useful life of the assets from commencement 
of production and is calculated on the straight-line or 
diminishing balance method as considered most 
appropriate. 


Depreciation and depletion of cost centres with oil and gas 
producing properties is provided by the unit-of-production 
method based on the estimated proven recoverable reserves 
of each cost centre as determined by company engineers. 
Costs of non-producing properties in producing cost centres 
are being amortized on a straight-line basis over the 
anticipated period of exploration to each cost centre; if 
exploration proves to be successful, amortization is 
suspended and the unamortized balance is depleted on the 
unit-of-production basis. 


Pre-Production Expenditures 


Pre-production expenditures incurred in connection with 
major new production facilities are deferred and amortized 
from commencement of production on the straight-line basis 
over a period generally not exceeding ten years. 


Goodwill 


Goodwill arising from acquisitions to the end of 1973 is 
recorded as an asset without amortization. Goodwill arising 
on acquisitions subsequent to 1973 is being amortized over 
the expected period of benefit, not to exceed forty years. If it 
subsequently becomes apparent that the value expected to 
be obtained has not been realized, or if the value of the 
goodwill is reduced or deteriorates, it will be appropriately 
amortized or written down. 


Income Taxes 


Income taxes include withholding taxes on dividends 
received. 


For the purpose of computing taxable income, legislation in 
Canada and certain other countries permits the deduction of 
certain items in amounts which differ from those charged in 
the financial statements. Income taxes in the consolidated 
statement of income include taxes deferred as a result of 
these timing differences as well as taxes currently payable. 


The Corporation does not give recognition to the potential tax 
benefit of losses until those benefits are realized. Recurring 
tax benefits, when realized, are not considered to be 
extraordinary in nature and are reflected as reductions of 
current income taxes. 
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Consolidated Balance Sheet 


December 31 
Assets 1980 1979 


(thousands of dollars) 


Current Assets 


Cash... . 0c scc eee cued bec ae gsc ea ae $ 21,425 ~ S$). 145100 
Short-term investments so ccoseiosciccn se eee eters ey cee eee 348,423 196,483 
Accounts receivable... 2. o's 5s sath on wt 5 oe el 470,293 392,033 
Inventories (note 1). .c 056. Suse leon Viele alte resem en sete n et ene ee 438,653 395,347 
Other current assets 2.56 64 sc ce ela ww die Se eter eee eee 7,653 8,125 
1,286,447 1,006,088 

Long-Term Investments (note 2) < 2.4)... eis sales 2 sie eee ste ae 686,679 509,268 
Fixed Assets (note’3)£ 02. 3-5/0. sane ae ee POR re a ny fae To Cie eo a See esl Gian 1,311,883 1,149,229 
Other Assets (note 4). 0.65 ie a aaa eee eI ce ee 161,333 139,264 


$3,446,342 $2,803,849 


Liabilities 
Current Liabilities 
Short-term loans © .)s)e4 4s Sicg Mou gk ee $ 330,046 $ 233,836 
Accounts payable and accrued liabilities 2222 22 ee eee 308,429 296,601 
Dividends payable... 6.3.2 sv erca ass to leis emia ol aise Eee 8,931 4,333 
Income and other taxes. payable 2/2). c.1si2 5 ce cin he nisi enone neater een ee 7,763 7,099 
Long-term debt due within one yeariiin e250. cess neces eee eae 14,406 33,534 
669,575 575,403 
Long-Term Debt (note 5). 2.5.0 cae ea sees sal neo 609,340 539,840 
Deferred Income Taxes. 5.3.35. Z/ln iain ou ecko Woohecs Goeeie ia OSE C REIGNS ale ae 174,464 101,845 
Interests Of Minority Shareholders (note 6).............. 0... cece cece cece tec e cece eeece 673,984 734,428 


2,127,363 1,951,516 


Shareholders’ Equity 


Capital Stock (note 7) 6.5.0.2. che oe Eats ee no dee eae git 867,366 566,810 
Retained Earnings » oe... ac wai waidiniole, Sandia tt ele SuaPecee gene TRE este ea 451,613 285,523 
1,318,979 852,333 


$3,446,342 $2,803,849 


Approved on behalf of the Board, 
M.J. Moreau, Director 


H.A. Hampson, Director 


Consolidated Statement of Income 


Year Ended December 31 
1980 1979 
(thousands of dollars) 

eee re vere y Ne ek ccc etcedeekecueuccdevecnt cate $2,359,220 $2,014,912 
Expenses 

ea aN aos TR si ale vu vig swe eae ded ectecauebudaaaues 1,792,869 1,529,040 

ee RP MCUT MEISE ACN CGEITESEAICH., fas. ss bls cuca ed eaves deg ecok del wbwnewee 271,164 225,792 

(PGS OG CT GIRS | is a ees eng 39,086 312905 

ae Oe a er ok ck cae ed gc cle dese e's dale eames gaeauees 38,750 19,519 

2,141,869 1,811,914 

217,351 202,998 

meme mE RTUMCI SEO FOL COMIDANICS .. 0c iiss ic ccc ce coke cases ccc ciawvccewsssveeveccs 102,256 43,372 

eR RIE EN ICCTINO(C Ort, oe oe ela gs ole ces ab enle a dace vee cececcuvescecceeuce 319,607 246,370 

ETS DBP) NGS ES cues so cals een ea (9,074) 18,739 

SE UEOSES oss ahyd cos s/he ag OSCE Olen 81,818 63,693 

ee RN Ss ek. ee tele casdlsiesscwaelsld vdevedouvceeecuceunas 57,795 40,568 

130,539 123,000 

curr ee WD). . 28 ped cae en $ 189,068 $ 123,370 

Earnings per common share after preferred share dividends..................00 eee cues $5.13 $3.42 

SeMVeCnULeG@ Galinngs per COMMON Share... 2... 2... eee ec cee eee e eee ees $3.52 $2.45 


Consolidated Statement of Retained Earnings 


Year Ended December 31 
1980 1979 
(thousands of dollars) 
Retained Earnings At Beginning Of Year (note 10) ......... 6 eee eee eee eee $ 285,523 $ 181,045 
Oe ke a nie coed eee vee ee ene eee ens ee essen see teas 189,068 123,370 
474,591 304,415 
Ec rE TONSA 
Dividends on preferred shares.............. sce cece cc ett et eee eee tenet e ee nne 21,795 i332 
Amortization of cost of preferred share issueS...........0 0+ eee eee erent teens 1,183 1,560 
22,978 18,892 


Retained Earnings At End Of Year................- eect teeter eee t teen ene $ 451,613 $ 285,523 
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Consolidated Statement of Changes in Financial Position 


Year Ended December 31 
1980 1979 


(thousands of dollars) 


Working Capital Derived From 


Operations 
Net income. .... 0.60. scceu sacle eles lel gene $ 189,068 $ 123,370 
Items not involving working, capitales<). 22ers teeter eee ee 
Depreciation and depletion: 22%) 52522: a tienen ee eee ee 69,555 65,148 
Amortization . .... cc's cies os cde alii i ct Oat een a ee 18,416 13,937 
Increase in equity in other Compamiess sauiy ssi serrate eee ene (76,143) (26,083) 
Deferred income taxes...) 25 one oaerea 72,619 50,394 
Minority interest .............. PR OR ce ooo cheese Lice &- 57,795 40,568 
Cash flow from operations 3226252. 25 ope ee eteneen ee ene arene een ee 331,310 267,334 
Issues of long-term debt. . «1: 5.9)5 4. ec = ain scecve ete oe ae 179,807 114,442 
Issues of capital stock . 5. 00.5 5 /25/5ee Sieh al She ene are aed 300,556 - 


$ 811,673 $ 381,776 


Working Capital Applied To 


Investment in petroleum and natural gas properties................ceee cece rece eeees 90,550 54,358 

Net additions to other fixed ‘assets: 25 12/5) icc. san =e oie ele ote 141,659 78,416 
Investment in other Companies <5. oils cn cre =e ecco eee ea 113,346 56,169 
Dividends on preferred shares i231. 55... wa. 5 sin pie es tane sie aie aac en 21,795 L332 
Reduction of long-term debt)... 13.5525 o; + aevsiaye aicletlsl ete eye eaee etre en ee 110,307 15, us 
Additions to other assets... 0.20.0 20 .ih 5 ce get en ores: cee eee av Re ec 41,668 25,015 

Net decrease in investment by minority shareholders. .................2.2.00ceceeees 54,486 5,455 
Dividends to minority shareholders 22). 2202 6 suis ciety oe ete 51,675 51,831 
625,486 363,689 

Increase In Working Capital. . 0.202435 35 se ee 186,187 18,087 
Working Capital At Beginning Of Year}. <) 22 22/05 son tee ee 430,685 412,598 
Working Capital At End Of Year... 2.) 25.2.0) 3) hos $ 616,872 $430,685 


Notes to Consolidated Financial Statements 
eS 


Year Ended December 31, 1980 


1. Inventories 1980 1979 
(thousands of dollars) 
STaTGL DS yo fe%e te hs On ae ae $233,869 $197,378 
Raw materials and work in progress...... 166,875 168,304 
Operating and maintenance supplies .... . 37,909 29,665 
$438,653 $395,347 
2. Long-Term Investments 1980 1979 
(thousands of dollars) 
Mining (Texasgulf Inc.)...............4. $565,209 $457,774 
Venture and expansion capital........... 16,971 26,269 
VS HOS RG UN er] i Us ne 23,646 20,916 
Bete OCS Pinar P rine co Ss alae cas oe « 38,254 173 
NG) Gob. RE RO BA coe 34,755 — 
CN, SOMENG SES. 3.95 tyne eee 4,107 38 
EGEOUCHCES ete ate esi acic's od Se es 3,737 4,098 
$686,679 $509,268 
Acquisitions 
(i) Mining 


During the year, the Corporation acquired an additional 
429,090 common shares of Texasgulf Inc. for cash 
consideration of $22.5 million. 


As at December 31, 1980, the Corporation owned 1 1,089,565 
(33.17% ) of the outstanding common shares of Texasgulf and 
1,225,200 (49.63% ) of the outstanding $3.00 convertible 
cumulative preferred Series A shares of Texasgulf. If all 
outstanding Texasgulf preferred shares were converted to 
common shares, the Corporation’s ownership would be 34.9%. 
The quoted market value of the Corporation’s shares of 
Texasgulf at December 31, 1980 was $924.6 million which, 
because of the number of shares owned, is not necessarily 
indicative of the amount which would be realized if the shares 
were to be sold. 


(ii) Venture and expansion capital 


The Corporation invested $12.2 million in venture and 
expansion capital. This consists primarily of investments in 
CanWest, Alberta Ventures Fund and TDC Technology. 


(iii) Electronics 


The Corporation invested $35.0 million in a convertible 
debenture of Lanier Business Products, Inc. the American 
distributor of AES equipment. If converted, this debenture 
would represent a 7.8% interest in that company. In addition, 
$5.0 million was invested in Delphax Systems, a joint venture 
developing new printer technology. 


(iv) Fishing 


The Corporation acquired a 40.8% interest in Fishery Products 
Limited of St. John’s, Newfoundland by investing a total of 
$34.4 million in voting shares and debentures. 


(v) Oiland gas 


The Corporation purchased a 17.5% interest in Spectrum Oil & 
Gas Limited for $4.1 million. 


3. Fixed Assets 


1980 1979 
(thousands of dollars) 
Accumulated 
depreciation & 
Cost. and depletion Net Net 
Land, plant 
and 
equipment ... $1,388,503 $411,142 $ 977,361 $ 890,028 
Petroleum and 
natural gas 
properties .... 403,837 69,315 334,522 259,201 
$1,311,883 $1,149,229 


$1,792,340 $480,457 


SCS 


4. Other Assets 


1980 1979 

(thousands of dollars) 

Long-term receivables ................ $ 12,398 $ 15,855 
Pre-production and 

deferred expenses) es isu ies see 62,510 o2.772 

RIOOCUM IL tei Mer stale sine ela atin acl 76,633 64,390 

Cost of long-term financings........... 9,792 6,247 

$161,333 $139,264 


During the next five fiscal years, pre-production and deferred 
expenses and goodwill are expected to be amortized to income at 
the rate of $21.3 million annually. 
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NOTES (Continued) 


5. Long-Term Debt 


_1980 1979 
(thousands of dollars) 
Canada Development Corporation 
Income debentures, due 1984 (United States dollars).......... 0. ccc ccc cee cece e ec cee cece $ 61,350 $ 61,350 
4.375% Notes, due 1985. (Swiss frames). setae: ie alee renner rene eterna tn 153,988 153,988 
Convertible subordinated debentures, due 1990...............c cee cece cence scene eee eer eeree 2,170 _— 
_217,508 215,338 
CDC Data Systems Limited 
11.75% Mortgage, due 1986... o.oo. 2 nci olen erste ener ee eee 1,388 1,398 
Floating rate bank loan, secured «. 3.2). is). (cc: osaitee a oleate ie Oe nee ae 15,000 15,000 
Floating rate term loans, (United States dollars)= 22272 saree cee ieee ere ee ee —_ 3,964 
Floating rate lease finance loan, due 1982 <<. 51a iia jsisrere tet oye ee area ete e 1,444 2,106 
Other... esc e svete ee delete bw oleieheew lel ity 0 etRUnness) ane se lg ete gee eee 960 1,490 
__ 18,792 __ 23,958 
CDC Life Sciences Inc. 
8% Mortgages, repayable through 1997 (United States dollars)............... 2. cece eee eee eee eee 4,461 4,642 
3.875%. Bank loan, due: 1986 (Swiss francs) sr cee srcetersroe yer tsiel eerie ete ee 8,527 8,527 
9.25% Mortgage, repayable through 1985 (United States dollars)..............-. cece eevee eee eee 2,827 2,933 
6% to 10% Mortgages, repayable through 1985 (Danish kroner) .................eeeeeeeeeeeeees 1,707 2,458 
Floating rate loans, due 1981 005s): cc 5 2 ee a leet geen eee 2,942 2,368 
(Oi \.) sree Arse an re) ort io. sear onc ab). eeee coh loon vese due 3,638 2,203 
__23,702 _ 23,131 
CDC Oil & Gas Limited 
Floating rate multi-currency revolving line of credit, secured =, 272-1. eae eee eee 79,541 — 
5.75%. Notes; due: 1986 (Swiss! frames) 5) 2s sictec series cee ren eral ne nai cen eter eee 36,115 — 
Customer prepayments. ... .... sic 5 cekillevas cise eters eee lene a ete cute Renene Ie eens anata 10,800 5390 
Floating rate bank loans, secured’: s.< ...52 cis iets oie etlele an rel eral Peace ea _ 65,604 
Floating rate bank loans, secured (United States dollars) .:.........2..2--eseeneesreeectseesees — 11,848 
Ott) nmr eringre Pai oi imiecto Sh tiooacoboe Soak oo uh oguuedoesouysoauras 1,607 — 
_128,063 _ 82,808 
Polysar Limited 
7.5% Sinking fund debentures, repayable through 1987.5. 20% a. arse ser tae ietrecens rete ene 6,979 fel WOE 
9% Sinking fund debentures, repayable throughs 19935) 25 ssi aaaiete oe eerie nee en 29,470 30,641 
In United States dollars 
10% Debentures, duile 1982)... 55 vecia eats wo) oben ee eee ee 28,959 29,763 
9.5% Debentures, due: 1986: @ 5. 22 Saie s aasececd «tote ecepcuel te eat eter eae eet ee 50,613 50,613 
Floating rate term loans, repayable’ 1980 throtigh 1987.22. .).e.0 see eee eee 52,933 53,891 
4.75% to 13.25% Notes and mortgages, repayable through 2003 ..............c0seeeeeeeees 12,016 6,872 
Capitalized lease obligations, expiringithrough 1985\0. ie enemies een eee 6,080 6,958 
In other currencies 
7.5% Minimurn rate loan (Swiss francs). v2 +... cee eee ee _ 18,335 
2.5% to 9% loans, repayable through 2004 (German marks) ...........00..eeeeeeeseeeeceee 7,747 2,893 
Floating rate multi-currency term loan, due 1988 775. 5.2) .)cciaeniee area eee eee 17,743 — 
Capitalized lease obligations, expiring throtigh 1988 422s 5-crsee aries eee ee 2,409 2,383 
Other. oes ses cie el ou biesie aia Weel e whaletcnee oo Aovaye fe re ei cle ene 20,732 18,613 
235,681 228,139 
623,746 573,374 
Less principal due within one year \.....0.) wwe ov cassis Gare elt temap elena et ot anne ee 14,406 33,534 
$609,340 $539,840 


Long-term debt payable in foreign currency if converted into Canadian dollars on the basis of the exchange rates prevailing at December 31, 
1980 would increase by approximately $46.2 million. 


The total sinking fund requirements and long-term debt due in each of the next five fiscal years are as follows: 
1981 — $14.4 million; 1982 — $40.0 million; 1983 — $16.8 million; 1984 — $78.5 million; 1985 — $173.3 million. 


6. Interests of Minority Shareholders 


1980 1979 
(thousands of dollars) 
Preferred equity 
Petrosar 
ROLASS A cope ake GO TG Wie oY oe $390,000 $425,000 
METAS ibs en Pe ete Sera tinints, fs Sid yn8 26,000 22,880 
dE aah gl ee a 69,629 69,629 
Polysar 
St prererredn pte t as cakesa So Sas 50,000 50,000 
Polysar Holdings (a subsidiary) ..... 85,000 85,000 
CDC Life Sciences 
Connaught Laboratories 
CAzSUDSIOIALY) Sacpits «ie cies <hk cie' 30,000 30,000 
BSD ata ystems thse. nds cess —_— 35,019 
650,629 = 717,528 
RSPAETGOT) CCQUEY foe 6:22 oie cis Sos oles wae 23,355 16,900 
$673,984 $734,428 


(i) Petrosar’s Class A redeemable preference shares bear a 
cumulative dividend at an annual rate of 1.35% plus 52% of the 
Canadian bank prime rate. These shares are redeemable in the 
fiscal years through 1987 as follows: 


1981 — $40 million; 1982 — $50 million; 1983 through 
1987 — $60 million per annum. 


Petrosar’s 260,000 Class B preference shares are redeemable 
at their par value of $1 each only after dividends have been paid 
aggregating $100 per share plus 60 cents for each month that 
the shares have been outstanding. 


The Class B shares are issued pursuant to an agreement 
whereby certain shareholders, including Polysar, have agreed to 
provide Petrosar with sufficient funds to enable it to pay the 
dividend on the Class A preference shares if Petrosar is unable 
to pay such dividends and to purchase these shares if not 
redeemed as scheduled. Polysar’s portion of such obligation is 
48% . The Corporation has guaranteed certain of Polysar’s 
obligations under the financing arrangements, the amount 
guaranteed may vary but is limited to a maximum of $30 
million. 


Petrosar’s Class C redeemable shares bear a cumulative 
dividend at an annual rate of 10.5% beginning February 1, 
1981. 


(ii) Polysar has outstanding $50 million 8.4% cumulative 
redeemable first preferred shares. Polysar is required during the 
30-day period ending March 1, 1982, to invite tenders at $25 
per share from the holders of these shares and to purchase on 
April 1, 1982 the shares so tendered. 


Polysar Holdings’ $85 million redeemable preferred shares 
bear a cumulative dividend of 1.25% plus one-half of the 
Canadian bank prime rate. Redemptions are required to be 
made in equal annual amounts from 1986 through 1988 
inclusive. 


(iii) Connaught Laboratories’ $30 million redeemable preferred 
shares bear a cumulative dividend of 1% plus one-half of the 
Canadian bank prime rate. These shares are redeemable in 
equal annual amounts of $3 million from 1981 through 1986 
inclusive, with the balance redeemable in 1987. 


(iv) CDC Data Systems’ preferred shares Series 3 and 4 were 
redeemed for $35 million in 1980. 


7. Capital Stock 


(i) Authorized 
Preferred 
$1,000,000,000 divided into shares with a par value 
in any multiple of $5 not exceeding $1,000 each. 
Common 
200,000,000 shares without par value 


1980 1979 


(thousands of dollars) 


ii) Issued and subscribed 


Preferred 
10,000,000 534% Cumulative, 
redeemable, non-voting 
Class A preferred shares 
Ole Oseach Maire 
1,381,914 8% Cumulative, 
redeemable, convertible, 
voting Class B preferred 
shares of $100 each 
(1979, 1,447,678 shares) ...... 
15,000,000 7.60% Cumulative, 
redeemable, convertible, 
voting 1980 preferred 
shares of $20 each ........... 
Common 
32,929,400 shares (1979, 
52.6133 36!shares), Macc. eves 


$100,000 100,000 


138,191 144,768 


300,000 — 


329,175 


322,042 
$867,366 


$566,810 


On March 5, 1981 all oustanding Class A preferred shares were 
redeemed. 


The Class B preferred shares are redeemable at the option of 
the holder from October 2, 1985 through October 1, 1986, at 
par. They also became redeemable at the option of the 
Corporation commencing October 2, 1980 at $105 per share, 
reducing by $1 per year until October 2, 1985 when they 
become redeemable at $100 per share. 


Each Class B preferred share may be converted at any time at 
the option of the holder into ten common shares. 


The 1980 preferred shares are not redeemable before October 
15, 1983. From October 15, 1983 to October 14, 1985 they are 
redeemable, at $21.20 per share, if the common shares trade 
for a specified period at not less than 125% of the conversion 
price of $15.75. From October 15, 1985 the 1980 preferred 
shares are redeemable at $21.20 per share reducing by 20¢ per 
year until October 15, 1990 when they become redeemable at 


NOTES (Continued) 


(iii) 


$20 per share. Each 1980 preferred share may be converted at 
any time at the option of the holder into 1.27 common shares. 


At meetings of shareholders, holders of Class B preferred 
shares are entitled to ten votes per share and holders of the 
1980 preferred and the common shares are entitled to one vote 
per share. 


Issued and subscribed during the year 


During the year, the Corporation issued 14,876,896 1980 
preferred shares for cash of $297,537,920. From January 1, 
1981 to March 1, 1981 the Corporation issued a further 
123,104 1980 preferred shares, subscribed for under the 
instalment purchase plan, for cash of $2,462,080. 


723,404 common shares were issued upon conversion of 
Class B preferred shares. 44,660 common shares were issued 
for an aggregate consideration of $555,375 in aceordance with 
the shareholder dividend reinvestment and share purchase 
plan. 


(iv) Common shares reserved 


At December 31, 1980, common shares were reserved for 


issuance as follows: 


Conversion of Class B preferred shares 
Conversion of 1980 preferred shares 


Bonus common shares 


and share purchase plan ....... 
Convertible subordinated debenture 


4) /0) (6 <0| 6) (e “eene.telie 


ed 


cen cveces 


13,819,140 
19,050,000 
1,381,914 


1,955,340 
176,428 


36,382,822 


The Corporation issued 1,380,820 common shares as a result of 
an early distribution of the second bonus common share 
attached to the Class B preferred shares to their holders of 


record on Feburary 27, 1981. 


8. 


(i) 


Segmented Information 


industry segments 


The Corporation operates in the following industry segments 


Petro- 


chemicals Mining* 


Electronics 


Life Oil 
sciences and gas 


Sale of products 


and Services ye seach een ae 


$1,886,046 


Interest and other income ...... 


Fotal Revenue isceses oon 


Segment operating profit....... 


Corporate expenses ........... 
Interest expense. 3.5.6.0) 0. 22. 
Equity in earnings (losses) 


of other companies.......... $ 


$108,147 


Interest and other income ...... 
Pranslationgains {7 aaa 
Income taxes 2:75 ohare 


$1,752,078 $565,209 


Corporate ‘assets / 32) awaken 


Total Assets 


Capital expenditures ........... 


9 123,755 


Depreciation, 


depletion and amortization....  $ 


* Segments represented by investments accounted for on the equity basis 


57,020 


$193,464 


$ 10,737 


$ (2,038) $ (3) 


$230,178 


$ 11,764 


$ 11,132 


(thousands of dollars) 
$162,530 $ 63,670 


$4 3016 9898.892 


Bea 


750 


$153,335 . 3377,457 $34,755 


$ 5,322 $ 90,550 


$ 3,866 §$ 15,363 


Fishing* 


Venture 


capital* 


$ (7,035) 


$16,971 


$2,305,710 
53,510 
$2,359,220 
256,971 


(15,294) 
(77,836) 
102,256 


53,510 
9,074 
(81,818) 
(57,795) 


$ 189,068 
3,129,983 


316,359 
$3,446,342 


ii) Geographic segments 


The Corporation considers its three geographic segments to be Canada, the United States, and Europe and the rest of the world. Financial 


information with respect to these segments is as follows: 


sale Of products aNd SeIViCeS 24.2. ess ec 
Transfers between geographic segments................ 


interest aNnarOtmmeniNnCOMe seers ee ek ek ee 


a mam eVETIIG Irae Mien ee ey ss Sh sec veo e es 
ena STIR MET UNN DOE ce iar woe es ees keke sc ce a ss 


PerenoE eOKDONSES oie ieee or copa is Gah eos kasd ices 
ESS Sires co Ress NN a Re 
SEMEN) OUICTINCOMIG ae eke als aje ee fc esa ese 
Equity in earnings of other companies.................. 
ea Nem EUCHRE ees Se aig ie 25 yds «a's ol a's 5 «+ 
Ie ARGS OME aie ei eis i alsiedd sls oie cees 


Transfers between geographic segments are accounted for at prices comparable to open market prices. 


Canadian operations include export sales of $227.7 million. 


(iii) Research and development 


Research and development expenditures charged to income amounted to $46.2 million (1979, $35.5 million). 


Canada 


$1,222,225 


$ 301,363 


$1,523,588 
$ 194,399 


$1,793,601 


United 


States 


$335,141 


$ 27,045 


$362,186 
$ 6,688 


$254,279 


Europe 
and rest 
of world 


Eliminations 


(thousands of dollars) 


$748,344 
$ 13,205 


$761,549 
$ 60,831 


$480,412 


(341,613) 


$ 


$ 


(4,947) 


(84,988) 


(57,795) 


Consolidated 


$2,305,710 


53,510 
$2,359,220 


256,971 


(15,294) 
(77,836) 
53,510 
102,256 

9.074 
(81,818) 


$2,443,304 
686,679 


3,129,983 


316,359 


$3,446,342 
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NOTES (Continued) 


9. Acquisitions 


In addition to the acquisitions outlined in note 2, the Corporation 
acquired, through subsidiaries, the following: 


(i) Petrochemicals 


On March 14, 1980, Polysar acquired the carboxylated latex 
business of ARCO Polymers, Inc. of Monaco, Pennsylvania. On 
October 22, 1980, Polysar acquired 100% of the voting shares of 
Wolf GmbH, a plastics forming business in the Federal Republic 
of Germany and on December 1, 1980, the carboxylated latex 
facilities in Chattanooga, Tennessee of GAF Corporation were 
acquired. The results of operations of all investees have been 
included from their respective dates of acquisition. 


The following net assets were acquired for cash through these 
acquisitions: 


(thousands of dollars) 
Fair value of assets acquired: 

Net working’ capital) jc).22 foes sete $ 9,069 
Non-currentiassetsiiine eee Seer eee 21,808 
Long-term liabilities.;; <: a.s700 sveeimereee (3,749) 
27,128 

Goodwill © ei by CR eet a 6,128 
‘Total acquisition: costi2 haere rer rate $ 33,256 


(ii) Electronics 


During 1980, CDC Data Systems acquired shares of AES from 
management for a total consideration of $14.5 million. The 
Corporation invested a further $35 million in convertible 
preferred shares of AES which if converted would increase the 
Corporation’s holdings of AES to 78.5%. 


10. Changes in Accounting Practice 


During the year, the Corporation adopted retroactively the 
following changes in accounting practice: 


Texasgulf adopted the flow-through method of accounting for 
investment tax credits. Under this method, investment tax 
credits are reflected in net income in the period the qualifying 
investment is made, rather than amortizing the credit over the 
estimated life of the investment. 


CDC Oil & Gas changed its application of the full cost method 
of accounting for oil and gas properties. This revision included 
the adoption of country-by-country cost centres, a change in 
the method of capitalizing overhead and financing expenses, 
and changes in the timing and methods of depleting 
undeveloped property costs. 


As a result of these changes, the Corporation's reported net 
income and retained earnings have been increased as follows: 


Cumulative 
Year ended Effect to 
December 31 December 31 
1980 1979 1978 
(thousands of dollars) 
Texasquifi. Snemeece ee: $16,150% 3) 0776 eee 4g Tn 
CD@IOIRE. Gasman 6,436 9,577 9,474 
$12,586 $10,355 $16,971 


11. Consolidated Subsidiary Companies 


CDC Energy & Metals Limited 
CDC Nederland B.V. 


CDC Data Systems Limited 
AES Data Limited 

AES A.G. 

AES GmbH. 

AES Nederland B.V. 

AES Schweiz A.G. 

AES Wordplex Ltd. 

AES Wordplex Europe Ltd. 
Wordplex Corporation 
Wordplex Leasing Ltd. 


CDC Life Sciences Inc. 

Bio-Research Laboratories Ltd. 

Bio Resources Inc. 

Canada Pharmacal Co. (1975) Limited 
Comex Nederland B.V. 

Comprator A.G. 

Connaught Animal Health Inc. 
Connaught Biologics Limited 
Connaught Laboratories Inc. 
Connaught Laboratories Limited 
Connaught Laboratories (Export) Inc. 
Connaught Laboratories (Ireland) Limited 
Connaught do Brasil Industria e Comercio Limitada 
OY Dumex AB 

DumexB.V. 

A/S Dumex, Denmark 

Dumex GmbH 

Dumex Lakemedel AB 

A/S Dumex, Norway 

Dumex (Pty.) Ltd. 

Maltex APS 

Nordic Laboratories Inc. 

Omnimedic Inc. 

R.& L. Molecular Research Ltd. 

Raylo Chemicals Limited 

Steele Chemicals Co. Ltd. 


CDC Oil & Gas Limited 
CDC Minerals Limited 
CDC Oil & Gas International B.V. 


Polysar Handelmaatschappij B.V. 
Polysar Holdings Limited 
Polysar Incorporated 


CDC Oil & Gas (U.K.) Limited Polysar International S.A. 


CDC Producing Company Polysar Italiana S.P.A. 
Polysar Latex, Inc. 

CDC Ventures Inc. Polysar Nederland B.V. 

CapVest Limited Polysar Skandinaviska A.B. 

Silver Lynx Investments Limited Polysar Technical Service Centre N.V. 
Polysar (U.K.) Limited 


Petrosar Limited Société Francaise Polysar 


Synthetic Elastomers Development S.A. 


Polysar Limited Wolf GmbH 
Bellaplast GmbH 
Bellaplast Nederland B.V. Ventek Limited 


Bellaplast (UK) Limited 

Comshare Limited (63% ) 
Komfortplast GmbH 

Nippon Polymers Company Limited 
Polysar Australia Pty. Ltd. 

Polysar Belgium N.V. 

Polysar Cayman Limited 

Polysar de Venezuela S.A. 

Polysar Deutschland GmbH 

Polysar do Brasil Produtos Quimicos Ltda. 
Polysar Europa S.A. 

Polysar France 

Polysar GmbH 


Auditors’ Report 


To the Shareholders of 
CANADA DEVELOPMENT CORPORATION 


We have examined the consolidated balance sheet of Canada Development Corporation as at December 31, 1980 and the 
consolidated statements of income, retained earnings and changes in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing standards, and accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Corporation as at December 31, 
1980 and the results of its operations and the changes in its financial position for the year then ended in accordance with 
generally accepted accounting principles applied, after giving retroactive effect to the changes, with which we concur, in 
accounting practice as described in note 10, on a basis consistent with that of the preceding year. 


THORNE RIDDELL 
Chartered Accountants 


Vancouver, Canada 
March 12, 1981 


————— aaa, 
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Five-Year Consolidated Financial Summary 


1980 1979 1978 1977 1976 


(thousands of dollars) 


Revenue 
Sales of products and services $2,305,710 $1,965,914 $1,342,129 $ 741,236 $ 595,557 
Other income 53,510 48,998 23,343 15,278 IBRD 
2,359,220 2,014,912 1,365,472 756,514 609,312 
Expenses 
Cost of sales 1,792,869 1,529,040 1,087,451 579,966 471,751 
Selling, administration and research 271,164 225,792 164,576 107,514 88,016 
Interest on long-term debt : 39,086 37,563 29,937 17,402 9,657 
Other interest : 38,750 19,519 16.73 10,056 8,533 
2,141,869 1,811,914 1,298,695 714,938 577,957 
217,351 202,998 66,777 Gil STS 31-355 
Equity in earnings of other companies 102,256 43,372 14,353 SSA 14,067 
Income before income taxes and other items 319,607 246,370 SIE130 54,947 45,422 
Translation (gains) losses (9,074) 18,739 (10,455) (6,825) 4,428 
Income taxes 81,818 63,693 PINAY 19,197 12,054 
Minority interest in income 
of subsidiary companies 57,795 40,568 26,179 6,006 4,610 
130,539 123,000 37,841 18,378 21,092 
189,068 123,370 43,289 36,569 24,330 
Cnusual items UTES (320) 
Net Income $ 189,068 $ 123,370 $ 43,289 $ 28,796 $ 24,650 
Earnings Per Common Share $5.13 $3.42 $0.84 $0.37 $0.24 


1980 1979 1978 1977 1976 


(thousands of dollars) 
Cash flow from operations $331,510. <-> 267334. $ 142158. ~s) 94305 $ 65,408 
Other sources of funds 480,363 114,442 854,321 271,139 272,383 


$ 811,673 $ 381,776 $ 996,479 $$ 365,444 $ 337,791 


Investments $ 113,346 $ 56,169 $ 18,654 $ 7,404 $ 47,621 
Capital expenditures 232,209 132,774 102,207 305,096 294,540 
Dividends on preferred shares 21,199 17,332 WASSYZ 17,332 17,296 
Dividends to minority shareholders 51,675 51,831 29,591 4,335 4,322 
Other uses of funds 206,461 105,583 485,519 51,314 41,693 
Changes in working capital 186,187 18,087 343,176 (20,037) (67,681) 


$ 811,673 $ 381,776 $ 996,479 ° 365,444 $ 337,791 


Working capital $ 616,872 °$ 430685 $ 412598 $ 69422 $ 89,459 
Working capital ratio 1.9:1 171 1.8:1 Tee a 1331 
Fixed assets (net) 1,311,883 1,149,229 1,081,603 1,031,955 766,349 
Long-term investments 686,679 509,268 420,926 404,584 403,769 
Long-term debt 609,340 539,840 500,511 687,322 471,850 
Debt/equity ratio 0.5:1 0.6:1 0.7:1 1.0:1 0.7:1 
Deferred taxes 174,464 101,845 51,452 39,399 29,132 
Preferred equity 538,191 244,768 244,780 244,780 244,781 
Common equity 780,788 607,565 503,075 478,678 468,773 
Return on common equity 24.1% 19.1% 5.3% 2.4% 1.6% 
Total assets 3,446,342 2,803,849 2,559,457 2,078,347 1,592,677 
Common shares outstanding at year-end 32,929,400 32,161,336 30,712,170 30,712,158 30,712,038 
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CDC Shares on the Stock Market 


Common Shares 
(Ticker symbol: CDC) 


At the end of 1980, 2,217,410 CDC common shares were registered 
in the name of 13,564 Canadian citizens or residents according to 
the following distribution: 


Shareholders Shares 

Location Number % Number % 

BritishuGolumbiassnen reer 2,077 15.3 192,344 8.7 
Albértasntec eee eer oceee ee aoe i ley/ 8.6 121,804 By 5} 
Saskatchewanse can pecan 611 45 40,903 1.9 
Manito batee,teerary rere 505 Sal 138,914 6.3 
ONtario! Shae ee eee 7,008 Mae A 7OSI3) 66.3 
Quebec Se reer ee eee sis 9.7 204,051 9.2 
New, Brunswickaeanmneees tee 307 Po) 15,543 OL 7/ 
Novalscotiaw.. attain ere 382 2.8 22,781 1.0 
Prince Edward Island........... 64 0.5 2,545 Ont 
Newfoundlandismeeeeemererar 52 0.4 2,607 0.1 
EL CITILONEGS see eter eee 17 0.1 2,471 0.1 
@utside| Canadayeree eee eee 61 0.4 2,914 0.1 
sl Otall eae praesent ie ere 13,564 100.0 2,217,410 100.0 


Common share purchases through CDC’s dividend reinvestment 
plans and some conversion of Class B preferred shares resulted in 
the number of common shares available for trading increasing 
during 1980 by 768,064 or 53.0%. 


On February 28, 1981, CDC issued the second bonus common 
share to holders of Class B preferred shares. This share distribution 


increased the number of privately-held common shares by 
1,380,820, or 62.2%. 


In addition, the Government of Canada owns 30,711,990 common 
shares. After the distribution of the second bonus common share, 
this holding represents 89.5% of the total common shares 
outstanding and carries 48.6% of the votes at shareholder meetings. 


During the year, 2,466,054 common shares were traded on the 
stock exchanges with prices on the Toronto Stock Exchange 
fluctuating as follows: 


High Low Close 
4thi quarters 980 seer 14% 12% 13% 
Srdiquarters 930mm ree 15 12% 13 
2ndiquarten| OOO Manner ere 13% 11% 13 
stiquarten sl 98 O sapere ira esr 15% 9% 12% 
Bulliyear 979 ater heer et 10% 7% 9% 


CDC has not paid dividends on its common shares since their 
issuance. 


Class B Preferred Shares 
(Ticker symbol: CDC PrB) 


At the end of 1980, 1,381,914 Class B preferred shares were 
held by 12,874 Canadian citizens or residents according to the 
following distribution: 


Shareholders Shares 

Location Number % Number % 

British) Columbian seer 1,912 14.8 119,559 8.6 
Alberta® sein treet: ROSS 8.2 76,404 5) 
Saskatchewan semessserserintirer 587 4.6 23,105 7, 
Manttobarae waren eri 464 3.6 122,281 8.9 
Ontatio Sere eee ee eee 6,955 54.0 896,828 64.9 
QuebecRee eae eee 1139 8.9 115,928 8.4 
New Brunswickweeememn rere 245 1.9 9,063 0.7 
Noval Scotlagee a eroriernee 340 2.6 13,354 1.0 
Prince Edward Island........... By/ 0.4 Leis 0.1 
INewfoundlandinyeeeereteee 51 0.4 1,959 Ont 
WEIritOrieS: 2 sey se torres ene 10 0.1 UD) — 
@utsidelGanadarer ase eee ee 59 0.5 es 75 0.1 
HL Otall React mir eee cae reer 12,874 100.0 1,381,914 100.0 


During the year, 531,444 Class B preferred shares were traded on 
the stock exchanges with prices on the Toronto Stock Exchange 
fluctuating as follows: 


High Low Close 
Athyquarters| 980 ieee terrane rer 160 143 iy 
Srdiquarten | 9COMaee eee ee 162 137% 145% 
Andiquarten | O80 paar eee 144 128 143 
lstiquarters||9 SO Seen 170 122 133 
Eulliveans! OO Seema ee 138 102 122 


A dividend of $2.00 per Class B preferred share is payable on the 
first of January, April, July and October. Each Class B share may be 
converted at any time at the holder’s option into ten common 
shares. Class B preferred shares are redeemable at the option of the 
holder at the original issue price of $100 each from October 2, 1985 
to October 1, 1986 or at the option of CDC at a price of $105 per 
share reducing by $1 per share on the second day of October in 
each year until October 2, 1985 when they become redeemable at 
$100 per share. 


1980 Preferred Shares 
(Ticker symbol: CDC 1980) 


At the end of 1980, 14,876,896 CDC 1980 preferred shares were 
held by 21,252 Canadian citizens or residents according to the 
following distribution: 


Shareholders Shares 

Location Number % Number % 

Britisni@olumbialeee eee 4,422 20.8 2,001,131 13%5 
Albentad mnt ree 1,829 8.6 912,852 6.1 
Saskatchewallnaseceocoegsnaes: 630 SO) 191,541 iL} 
NV aTIILOD cleaners tear cores one custo 829 39. iOrvs.sil7 U2 
OritariOma weiss roses ieee 9,660 45.4 8,264,222 BS)5) 
QUE De Camere cot tenes arenes dayeks 233) iO Reel alle Olle 1S 
INewabrunswiChunrnrieeeter cr. 640 3.0 329,623 Ee. 
INOVasSCOlidie | se. cc sree nice 742 SS} 336,817 23} 
Prince Edward Island........... iD 0.4 24,376 0.2 
Mewfoundlandise se seen ose. 73 0.3 25,601 0.2 
aTeTIMLOReGSaemterters s cicre se cece hc os 8 0.1 2,200 — 
@utsidezGanadagesa oes ee 9 — 3,600 = 
IGE) cnc Rae tee RO ee 21,252 100.014,876,896 100.0 


CDC 1980 preferred shares began trading on Canadian stock 
exchanges on November 20, 1980. 588,133 1980 preferred shares 
traded in November and December at prices ranging between a 
high of 20% and a low of 20%, closing on December 31, 1980 at 
20. 


A dividend of 38¢ per 1980 preferred share is payable on the first of 
February, May, August and November. 1980 preferred shares are 
convertible at the option of the holder into CDC common shares 
until October 15, 1990 on the basis of 1.27 common shares for 
each 1980 preferred share converted; the effective conversion price 
is thus $15.75 per common share. 1980 preferred shares are 
redeemable at the option of CDC from October 15, 1985 at a price 
beginning at $21.20 per share and declining by 20¢ on the 15th day 
of each October until October 15, 1990 and thereafter when they 
are redeemable at par. Between October 15, 1983 and October 14, 
1985, CDC has the right to redeem the 1980 preferred shares at 
$21.20 per share provided the current market price of the common 
shares is not less than $19.69 on the day that notice of such 
redemption is first given. 


Dividend Reinvestment Plan 


CDC operates a dividend reinvestment plan for the convenience of 
its shareholders. Under the Common Share Dividend Reinvestment 
Plan, preferred shareholders may use their dividends to purchase 
additional common shares at 95% of their average market value 
during the five trading days preceding the purchase. In addition, 
common and preferred shareholders may make cash contributions 
of up to $3,000 per calendar quarter for the purchase of common 
shares at average market value. These common shares are 
purchased from treasury and there are no brokerage fees or service 
charges in either case. The plan has been well received by CDC’s 
shareholders, with 28.3% of the preferred shareholders reinvesting 
their dividends at year-end. Details on the plan are available from: 
The Secretary, Canada Development Corporation, Suite 2272, 200 
Granville Street, Vancouver, British Columbia, V6C 1S4 


Listing and Transfer Agent 


CDC common and preferred shares are listed on all Canadian stock 
exchanges. Transfer Agent: National Trust Company, Limited at its 
principal offices in Vancouver, Calgary, Winnipeg, Toronto and 
Montreal, and its agent, The Royal Trust Company, at its principal 
offices in Regina, Saint John, Charlottetown, Halifax and St. John’s. 


Distribution of Employees 
ja 


At December 31, 1980, 58.3% of the 34,114 employees of CDC’s 
subsidiary and affiliated companies were engaged in manufacturing, 
25.4% in services and 16.3% in resources development. Reflecting 
CDC’s policy that its companies should be world leaders in their fields, 
there are employees or distributors in some 60 countries. By far the 
greatest number of employees — 20,435 — is in Canada. 
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Glossary of Financial Terms 


Amortization 

Spreading a large expenditure proportionately over a fixed period of 
time. 

Asset 

Anything of value owned by a company or individual. 


Balance sheet 

Statement of the financial worth of a business or organization which is 
divided into three parts — assets, liabilities and ownership (equity). 
Capital 

1. Whatis owned by a company or individual minus what is owed at a 
specifictime. 2. Totalinvestments of owners (shareholders) of a 
business at a given time, which may be calculated by subtracting from 
the total assets all the liabilities of those other than the owners. 


Capital asset 

Assets of either a tangible or intangible nature which are expected to 
be used or held over several fiscal periods (not including stock for 
sale). 

Capital expenditure* 

An expenditure to acquire or add to a capital asset; an expenditure 
yielding enduring benefits. 

Cash flow* 

The figure resulting from adding back to income items that do not 
affect working capital, such as depreciation and amortization. 


Consolidation 

A parent plus one or more subsidiary companies which present 
financial reports for the group as a whole, not as separate entities. 
CDC consolidates the results of all companies in which it holds at 
least a50% interest. 

Corporation 

Legal entity or corporate person with authority to operate under 
provincial or federal statutes, usually formed to make a profit. Owners 
are liable for the debts only up to the amount of their investment. 
Current liability* 

A liabiliity whose regular and ordinary liquidation is expected to occur 
within one year or within the normal operating cycle where thatis 
longer than a year. 

Deferred income taxes* 

The accumulated amounts by which income taxes charged in the 
accounts have been increased (accumulated tax allocation credit) or 
decreased (accumulated tax allocation debit) as a result of timing 
differences. 

Depletion 

Gradual using up of consumption of a natural resource, recorded in 
the accounts. 

Depreciation 

Gradual reduction of the cost of a fixed asset and gradual application 
of this cost to the expense of a business over the useful life of the 
asset. 

Dividend 

Distribution to shareholders of a portion of the profits of the company. 
Dividend coverage ratio* 

The ratio of the net income to dividends. 

Earnings per share* 

The portion of income for a period attributable to a share of issued 
capital of a corporation. The calculation of earnings per share is 
relevant only with respect to shares whose rights to participate in the 
earnings have no upper limit. 

Equity 

1. Aright or claim to the assets of a company. Both the owners and 


creditors have equityin abusiness. 2. Amountthata business is 
worth beyond what it owes. 


Expenditure 

1. Spending. 2. Incurring a liability. 

Fixed asset 

Property or equipment of a tangible nature owned by a business for 
use in its operations (not for sale), which is expected to have a useful 
life of several fiscal periods. 

Fully diluted earnings per share** 

CDC has issued two types of preferred shares — the Class B and 1980 
preferred shares — that are convertible into common shares. Fully 
diluted earnings per share are calculated by assuming that all 
convertible shares are converted into common shares. 

Income 

Difference between total revenue and total expense of a business fora 
given period. 

Inventory 

Detailed list of items and their values owned ata specific point in time. 
Investment 

Funds committed to something tangible or intangible in order to 
receive a return either in income or use. 

Liability 

1. Anamount owed to another, not necessarily due to be paid 
immediately. 2. Anobligation to remit money or services at a future 
date. 

Long-term liability* 

A liability which, in the ordinary course of business, will not be 
liquidated within one year or within the normal operating cycle where 
that is longer than a year. 

Minority interest* 

1. The equity of the shareholders who do not hold controlling interest 
inacontrolledcompany. 2. In consolidated financial statements, 
the equity in subsidiaries that is applicable to shares that are not 
owned by the parent company or by a consolidated subsidiary 
company. 

Par value* 

The nominal or face value of a security. 

Profit 

Total revenue less total expenditures for a period of time calculated in 
accordance with generally accepted accounting principles. 
Redemption* 

The purchase of securities by the issuer at a time and price stipulated 
in the terms of the securities. 

Retained earnings 

Portion of acompany’s aggregate income since incorporation which 
remains invested in the operation after distribution of dividends to 
shareholders. 

Revenue 

Inflow of cash or receivables from customers or clients in return for 
goods, services, or interest on investments. 

Subsidiary 

Company which is controlled by another company usually through its 
ownership of the majority of shares. 

Working capital* 

The excess of current assets over current liabilities. 

Write-off 

(verb) Totransfer an item which was considered an asset to an 
expense account; for example, to transfer an uncollectible account 
receivable to bad debts expense. 

(noun) The item or amount reduced or cancelled. 


Terms reprinted with permission from the booklet “ABC's of Accounting” published by The Certified 
General Accountants’ Association of Ontario, except for those marked *, which are reprinted with 
permission from the booklet “Terminology For Accountants” published by The Canadian Institute of 
Chartered Accountants, and **, provided by CDC. 
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Canadians working together to build a stronger Canada 


Une copie du prospectus en francais est disponible sur demande. 


This prospectus constitutes a public offering of these securities only in those jurisdictions where. they may lawfully be offered for sale. 
NO SECURITIES COMMISSION OR SIMILAR AUTHORITY IN CANADA HAS IN ANY WAY PASSED UPON THE MERITS OF THE SECURITIES OFFERED 
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New Issue 
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ARS52 SEIpOrAlion 


$300,000,000 
(15,000,000 shares)® 


7.60% Cumulative Redeemable Convertible Voting Preferred Shares, 1980 Issue 
(par value $20 per share) 


The 1980 Preferred Shares will be entitled to fixed cumulative preferential cash dividends at the rate of 7.60% per 
share per annum ($1.52) accruing from the date of issue and payable quarterly commencing the first day of 
February, 1981. The attributes of the 1980 Preferred Shares are summarized under “Details of the Offering”. 
The 1980 Preferred Shares may be acquired under the Instalment Purchase Plan. 


Conversion Privilege 
The 1980 Preferred Shares will be convertible at the option of the holder into Common Shares of CDC at any 


time on or before the earlier of October 15, 1990 and the third business day preceding the date fixed for 
redemption, on the basis of 1.27 Common Shares for each 1980 Preferred Share converted, being a conver- 
sion price of $15.75 per Common Share, subject to adjustment in certain events. 


In the opinion of counsel, the 1980 Preferred Shares will qualify for investment under certain statutes as set out 
under “Eligibility for Investment”’. 


Applications have been made to list the 1980 Preferred Shares on all stock exchanges in Canada. Acceptance of 
the listings will be subject to the filing of required documents and evidence of satisfactory distribution, both within 
90 days. 


The 1980 Preferred Shares are not guaranteed in any manner by the Government of Canada, nor has the Government 
any direct or indirect obligation with respect to them. 


Price: $20 per share 


Price Proceeds 
to public Commission(1) to CDC(1)(2) 
Pershare™, Vere t 2% 2) Saun $20.00 $0.72 $19.28 
‘Total: Pl POE zee re inh Parle $300,000,000 $10,800,000 $289,200,000 


(1) Inthe event of cancellations of subscriptions under the Instalment Purchase Plan, the number of 1980 Preferred Shares sold and the 
total commission and total proceeds will be reduced. Reference is made to “‘Instalment Purchase Plan” and “Plan of Distribution”’. 


(2) Before deducting expenses of issue estimated at $850,000, 


We conditionally offer these 1980 Preferred Shares if, as and when issued by CDC and accepted in accordance 
with the conditions contained in the underwriting and agency agreement referred to under “Plan of Distribution’’. 
The 1980 Preferred Shares are offered by us as agents to purchasers under the Instalment Purchase Plan described 
herein and 1980 Preferred Shares not subscribed for under the Instalment Purchase Plan are being offered by 
us as principals as more fully described under “Plan of Distribution’”’. 


Subscriptions will be received subject to rejection or allotment in whole or in part and the right is reserved to close 
the subscription books at any time without notice. It is expected that certificates for the 1980 Preferred Shares 
purchased from us as principals will be available for delivery on October 15, 1980. 
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PROSPECTUS SUMMARY 


The Offering 
Issue: 7.60% Cumulative Redeemable Convertible Voting Preferred Shares, 1980 Issue. 
Amount: $300,000,000 (15,000,000 1980 Preferred Shares). 


Price: $20 per 1980 Preferred Share. 


Dividends: $1.52 per annum, payable quarterly on the first day of February, May, August and November. 
The initial dividend will be payable on February 1, 1981. Dividends will accrue from the date of issue. 


Conversion Privilege: Convertible at the option of the holder into Common Shares of CDC at any time on 
or before the earlier of October 15, 1990 and the third business day preceding the date fixed for redemption on 
the basis of 1.27 Common Shares for each 1980 Preferred Share converted,being a conversion price of $15.75 
per Common Share, subject to adjustment in certain events. 


Redemption: Not redeemable before October 15, 1983. Redeemable on or after October 15, 1983 and before 
October 15, 1985 only if the Common Shares of CDC trade for a specified period at not less than 125% of the 
conversion price. Redeemable at an initial redemption price of $21.20 per 1980 Preferred Share before October 
15, 1985 and thereafter at prices declining to par by October 15, 1990. 


Purchase Obligation: Commencing January 1, 1991, CDC will make all reasonable efforts to purchase in each 
calendar quarter 1% of the number of 1980 Preferred Shares outstanding at the close of business on October 
15, 1990 at a price not exceeding $20 per share. 


Priority: The 1980 Preferred Shares will rank junior to the outstanding Class A Preferred Shares and pari 
passu with the outstanding Class B Preferred Shares. Additional preferred shares ranking prior to or pari 
passu with the 1980 Preferred Shares may be created, issued or sold by CDC without the approval of the 
holders of 1980 Preferred Shares. 


Voting: One vote per 1980 Preferred Share. 


Instalment Purchase Plan: The 1980 Preferred Shares may be acquired through the Instalment Purchase 
Plan which gives subscribers the opportunity to purchase 25, 50, 100 or 200 of such shares on an instalment 
basis by an initial payment of 20% of the subscription price and five subsequent equal monthly instalments. No 
more than one subscription under the Plan is available to each subscriber and such subscriptions are not 
transferable. 


Restrictions on Share Ownership: Ownership of voting shares of CDC is restricted by law to Canadian 
citizens or residents of Canada. 


Earnings Coverage: Consolidated net income of CDC for the 12 months ended June 30, 1980 was 3.79 
times the annual dividends on the preferred shares of CDC to be outstanding after this issue, and 2.04 times 
or 2.25 times the aggregate annual interest and dividend requirements on the long-term debt and preferred 
shares of CDC and its subsidiaries depending upon the respective calculations set out under ‘‘Earnings 
Coverage”’. 


Asset Coverage: As at June 30, 1980 and after giving effect to the issue of the 1980 Preferred Shares, con- 
solidated net tangible assets after deducting deferred income taxes are 2.07 times the aggregate par value of 
all preferred shares of CDC to be outstanding and 1.32 times the aggregate of the long-term debt, minority 
interests and preferred shares of CDC and its subsidiaries. 


Canada Development Corporation 


CDC invests in growth industries, especially in the resource, manufacturing and high-technology 
sectors of the economy, with a view to the long-term appreciation of shareholders’ capital. In doing so, CDC 
believes it best meets its legislative mandate of developing and maintaining strong, Canadian controlled and 
managed corporations in the private sector of the economy and widening the investment opportunities open to 
Canadians. CDC now has investments in petrochemicals, mining and agricultural chemicals, oil and gas, 
fisheries, life sciences, electronics and venture and expansion capital. 


Six months ended 


PROSPECTUS SUMMARY 
Selected Consolidated Financial Statistics 


June 30 
(unaudited) 

1980 1979 

IREVENUES HAO ae Pema sath tae. $1,124 $ 941 

INetincome, jmsiseiiaiees aith aed ae 89 oy! 

MotalWassetsye-ac thos veppats ciel as 2,944 2,619 

Wongetenm debts waccauses cronies. 566 515 

Nimontyamnferes temic merc csr mleieis 701 740 

Common shareholders’ equity........ 671 535 
Per common share 

ST CALMIM OS rescence eee ee 6 eee $ 2.48 $ 1.38 

—earnings (fully diluted).......... 1.79 1.01 

—equity (fully diluted)............ 16.90 14.15 


This is a summary only and more detailed information is found elsewhere in this prospectus. 


Year ended December 31 


1979 1978 1977 1976 1975 
(millions except per share amounts) 
$2,015 $1,365 $2 757 $ 609 $ S11 
114 37 26 24 25 
210 2,545 2,073 1259] 1,275 
540 501 687 472 254 
734 746 147 103 73 
589 494 475 468 463 
rest $ 0.65 $ 0.29 $ 0.21 $ 0.54 
225 
15.25 13.28 12.89 12.74 12.64 
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Canada Development Corporation 


Canada Development Corporation (““CDC”’) was incorporated by an Act of the Parliament of Canada (the 
“Act” or the “CDC Act’’) which came into force on November 18, 1971. CDC is governed by the Act and by 
certain provisions of the Canada Corporations Act. CDC will not be required to continue under the Canada 
Business Corporations Act. The head office of CDC is located at 200 Granville Street, Vancouver, British 
Columbia, V6C 1S4 and operating offices are located at the head office and at 444 Yonge Street, Toronto, Ontario, 
MS5B 2H4. 


The principal objectives of CDC, as set out in the Act, are to develop and maintain strong, Canadian con- 
trolled and managed corporations in the private sector of the economy, to widen the investment opportunities 
open to Canadians and to operate profitably and in the best interests of all its shareholders. 


Operations 

CDC is primarily an equity investor, making significant investments in companies which it believes offer 
potential for earnings growth and capital appreciation over the longer term. Unique or innovative business 
ventures in resources, secondary manufacturing and high-technology industries are of particular interest. CDC 
emphasizes large, long-range or high-technology projects, particularly those which involve an upgrading of 
resources or good potential for building up a globally competitive Canadian controlled presence in international 
markets, or where investment opportunities open to Canadians are limited. CDC recognizes that such projects 
may provide some of its best and most profitable investment opportunities because others may be unwilling or 
unable to provide the funds required or to wait until earnings have built up. The potential of achieving a superior 
long-term rate of growth and return on equity to reflect the time and risk involved is a prerequisite for CDC 
participation in such projects. 


CDC invests selectively and concentrates its assets primarily in fields which it considers to have high potential 
rewards. In this way CDC enables Canadian investors, who alone can own its voting shares, to widen their parti- 
cipation in investments which will play a part in increasing Canadian ownership and control of resources in the 
private sector of the economy. 


CDC takes an active role in the policy and development of the companies in which it invests. It is generally the 
intention to be in a position to exercise effective control of those companies. CDC, however, does not normally 
participate in the day-to-day management of those companies, believing they should have their own skilled staffs 
and specialized operating personnel. The role of CDC, through membership on the boards and executive com- 
mittees of those companies, is to participate actively in business policy, strategy, development and long-range 
planning so that such companies will remain innovative and growth-oriented. Attention also centres on the 


maintenance of appropriate financial controls, good management development policies and broad research and 
innovation strategies. 


CDC has investments in the following industries: petrochemicals; mining and agricultural chemicals; oil 
and gas; pharmaceuticals, biologicals and other services relating to life sciences; fisheries; electronics and venture 
and expansion capital. 


Share Ownership 

The Government of Canada holds 30,711,990 Common Shares of CDC which carry 65.8% of the voting rights 
attaching to all voting shares outstanding on September 2, 1980. The balance of the voting rights are carried by the 
remaining 1,797,464 outstanding Common Shares and the 1,418,990 outstanding Class B Preferred Shares which are 
held by the public. After the issue of the 1980 Preferred Shares and after giving effect to the issue of bonus Common 
Shares to the holders of the Class B Preferred Shares, the percentage of voting rights attributable to the Govern- 
ment’s holding will be reduced to 48.7% and assuming full conversion of such 1980 Preferred Shares will be 


further reduced to 45.7%. Under the Act, the Government shall endeavour to maintain its ownership of voting 
shares at 10%. 


The Act enables CDC to increase the percentage of voting shares held by the Canadian public by redeeming 
at net asset value (computed on the basis of then current values as provided for in the Act) Common Shares held by 
the Government in excess of 10% of the outstanding voting shares. However, the board of directors of CDC does 


not intend to use the resources of CDC for this purpose but rather to allow the Government’s ownership to decline 
through new issues of voting shares to the public. 


CDC is not a Crown Corporation. CDC’s securities are not guaranteed in any manner by the Government of 
Canada, nor has the Government any direct or indirect obligation with respect to them. 
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Corporate Organization 


The following chart outlines intercorporate relationships of CDC and its principal operating subsidiaries 
and associated companies, including the percentage of direct voting share ownership and jurisdiction of in- 


corporation: 


CANADA DEVELOPMENT CORPORATION 
(Canada) 


PETROCHEMICALS 


POLYSAR LIMITED 
(Canada) 

e manufacture and sale of synthetic 

rubber, latex, styrenics and plastics 


MINING 100% 


CDC ENERGY & METALS 
LIMITED 


(Canada) 
e management company 


OIL AND GAS 100% 


CDC OIL & GAS LIMITED 
(Canada) 
e oil and gas exploration and 
production and uranium 
exploration 


} 
LIFE SCIENCES 100% 


CDC LIFE SCIENCES INC. 
(Canada) 
e management company 


ELECTRONICS 100% 


CDC DATA SYSTEMS LIMITED 
(Ontario) 
e management company 


e world-scale petrochemical 


principal operating subsidiaries: 
Polysar Incorporated (U.S.A.) (100%) 
Polysar Belgium N.V. (Belgium) (100%) 
Polysar France S.A. (France) (95%) 
Bellaplast GmbH (Germany) (100%) 


PETROSAR LIMITED 
(Ontario) 


refinery 


Texasgulf Inc. 
CDC Nederland BV 33.1% (Texas) 


(Holland) 


e metals, agricultural - 


finance compan 
. ae. chemicals and energy 


principal operating subsidiaries: 
Connaught Laboratories Limited (Ontario) (100%) 
Bio-Research Laboratories Ltd. (Québec) (100%) 
A/S Dumex (Denmark) (75%) 
Raylo Chemicals Limited (Alberta) (100%) 
Omnimedic Inc. (Québec) (71% 

e life science products and services 


57.7% 


VENTEK LIMITED 
(United Kingdom) 
e data and word processing equipment 


AES Data Ltd. (Canada) (62.5%) 
Printer technology joint venture (50%) 
e word processing and related equipment. 


FISHERY 40% 


FISHERY PRODUCTS LIMITED 
(Newfoundland) 
e harvesting, processing and 
marketing of fish products 


VENTURE AND 


EXPANSION CAPITAL | 100% 


CDC VENTURES INC. 
(Ontario) 


e management company 


Alberta Ventures Fund (Alberta) (16%) 
CanWest Capital Corporation (Canada) (49%) 
Innocan Investments Ltd. (Québec) (37%) 


TDC Technology Development Corporation (Canada) (50%) 
Ventures West Capital Ltd. (British Columbia) (497%) 
Venturetek International Limited (Ontario) (32%) 

e venture and expansion capital companies 


Consolidated Capitalization 


Outstanding 
as at July 31, 
Outstanding Outstanding 1980 
as at as at after giving 
June 30, July 31, effect to this 
Authorized 1980 1980 issue 
LONG-TERM Dest(!) (currency amounts in thousands) 
(GQIBIES 
A3ROF, MOtES. dN 98S sate e oe cite tenieis: SFr.250,000 $153,988 $153,988 $ 153,988 
Income debentures due 1984@)............. U.S.$60,000 61,350 61,350 61,350 
Convertible subordinated debentures 
ane TIS evr ese ails chet eae $2,470 2,470 2,470 2,470 
Subsidiaries : 
EDGE Data Systems: Wimited Senn acceler eres: _- 22,163 22,163 22,163 
CDE Life Sciencesyinc 45 aes eee ae oe _ 23,411 23,411 23,411 
CDE Oil’& (Gas Emitede-. sn eee ee econ — 105,617 105,617 105,617 
Polysar-Limited space cs ce ice eee — 230,625 230,625 230,625 
$599,624 $599,624 $ 599,624 
MInorITy INTERESTG) 
Preferred shareswen cesses cee eee eee — $685,629 $685,629 $ 685,629 
Common shares and equity..............00- wn = 15,368 15,368 15,368 
$700,997 $700,997 $ 700,997 
SHAREHOLDERS’ EQUITY 
Preferredtshares(6)7 sari eerie ene $1,000,000 
534% Cumulative Redeemable Non-Voting 
Class A Preferred Shares of the par value of 
S1Ojeach? yc Syelaet andes ae renee ere 10,000,000 shs. 10,000,000 shs. 10,000,000 shs. 10,000,000 shs. 
$100,000 $100,000 $100,000 $ 100,000 


8% Cumulative Redeemable Convertible Vot- 
ing Class B Preferred Shares of the par 
value ot. S lOQcachh.sei.e. cdene crea irene 


1,447,817 shs. 


1,421,799 shs. 


1,421,539 shs. 


1,421,539 shs. 


$144,782 $142,180 $142,154 $ 142,154 
7.60% Cumulative Redeemable Convertible 
Voting Preferred Shares, 1980 Issue of the 
par value of $20 each (this issue)(8)........ 15,000,000 shs. — — 15,000,000 shs. 
$300,000 , $ 300,000 
Commonishares@) se ae cniaenra ce remtent eee ene 200,000,000 shs. 32,465,329 shs. 32,478,089 shs. 32,478,089 shs. 
$324,940 $325,008 $ 325,008 
RetamedieamingsCOen wen ornithine a $346,150 $346,150 $ 346,150 
$913,270 $913,312 $1,213,312 


NOTES: 


1. Reference is made to Note 5 to the Consolidated Financial Statements for particulars of foreign currency liabilities which at June 30, 


1980 aggregated $215,338,000 in the case of CDC and $315,821,000 in the case of its subsidiaries. These liabilities have been con- 
verted to Canadian dollars at the rates of exchange prevailing when the liabilities were incurred except for the current portion of 
such liabilities which has been converted at the rates prevailing on June 30, 1980. If the rates of exchange prevailing on June 30, 
1980 had been used throughout, foreign currency liabilities as at that date would in the aggregate have been increased by approxi- 
mately $51.3 million. 


2. These debentures bear interest at the rate of 5% per annum until February 15, 1982, and thereafter at a floating rate equal to 
2% over one half of the United States Base Lending Rate of a Canadian chartered bank. They may be redeemed at the option of 
CDC on 60 days’ notice at any time from February 15, 1982 until maturity. 

3. These debentures bear interest at a variable rate equal to the prime rate of a Canadian chartered bank and are convertible at the 
option of the holders into an aggregate of 176,428 Common Shares. Reference is made to “Ownership of Securities”. 

4. Reference is made to Note 5 to the Consolidated Financial Statements for particulars of the long-term debt of subsidiaries. 

55 Sper is made to Note 6 to the Consolidated Financial Statements. The amounts shown for minority interest are as at June 

6. The 1980 Preferred Shares rank junior to the outstanding Class A Preferred Shares and pari passu with the outstanding Class B 
Preferred Shares. Reference is made to “Capital Stock”’ for particulars of preferred share capital. 

| 

7. Class A Preferred Shares are redeemable on or after March 5, 1981 at the option of either CDC or any holder at par plus all 
accrued and unpaid dividends. CDC expects that all these shares will be redeemed on March 5, 1981. 

8. The number of 1980 Preferred Shares to be issued by CDC will vary if subscribers for 1980 Preferred Shares under the Instal- 
ment Purchase Plan cancel their subscriptions, as described under ‘“‘Plan of Distribution” and “Instalment Purchase Plan’’. 

9. At June 30, 1980, 14,217,990 Common Shares were reserved for issue upon conversion of the outstanding Class B Preferred Shares 
and 1,421,799 Common Shares were reserved for issue to holders of Class B Preferred Shares as bonus Common Shares. A further 
1,980,676 Common Shares were reserved for issue pursuant to the Dividend Reinvestment and Share Purchase Plan as 
described under “Dividend Reinvestment and Share Purchase Plan’’ and 176,428 Common Shares were reserved for issue 
upon conversion of the convertible subordinated debentures as described under “Ownership of Securities’’. 

10, The amounts shown for retained earnings are as at June 30, 1980. 
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Use of Proceeds 


The estimated net proceeds to be derived by CDC from the sale of the 1980 Preferred Shares offered 
hereby will amount to $288,350,000 after deducting the expenses of the issue estimated at $850,000. These net proceeds 
will decrease to the extent that purchasers under the Instalment Purchase Plan elect to cancel their subscriptions 
prior to completion as described under “Instalment Purchase Plan”. 


The net proceeds of this offering will initially be invested in short-term securities and will be available for 
long-term investments in accordance with CDC’s investment policies, either for new investments or for additional 
investments in present holdings. Management considers it to be in the best interests of CDC to raise additional 
funds at this time, through the sale of the 1980 Preferred Shares offered hereby, in anticipation of possible invest- 
ments rather than be required to arrange the necessary financing at the time a particular investment is made. 
To the extent that the proceeds are not used for such long-term investments, they will be available to satisfy, in 
whole or in part, the redemption of the presently outstanding $100 million Class A Preferred Shares which are 
redeemable on or after March 5, 1981, at the option of the holders or of CDC. 


Description of Investments 

Petrochemicals 

Polysar Limited 

Polysar Limited (‘‘Polysar”’) is engaged, directly and through subsidiaries located in Canada, the United 
States and Europe, in the production of synthetic rubber, latex and basic materials for the chemical industry 
including styrene and polystyrene and is also engaged in plastics forming. In addition, Polysar and CDC, together, 
have the majority equity interest in Petrosar Limited (‘‘Petrosar’’) which supplies a substantial portion of the 
petrochemical feedstocks required for the North American operations of Polysar. 


The following table sets forth revenues by product category and net income of Polysar for the periods indicated: 


Six months ended 


June 30 Year ended December 31 
198019791979 Oe ee et 
(millions) 

Revenues: 
IREOOCER reer cee es sca. $322 $309 $612 $465 $354 $291 $246 
PAN Ae OSes he ae e's ce ey 81 68 140 102 Vy 67 69 
Plastics and chemicals......... Wye 144 291 213 154 105 87 
DUCE RRRCN GY Chas ols, ottic.s Shaler. 5 10 24 27 24 eS 19 
OPP ENENUCS tore as es teks bus Sites $580 $531 $1,067 $807 $609 $489 $421 


Net income before equity in 
MOSS OLE CUROSAT., wets delete ope 0% $46.6 $40.6 $80.2 $28.5 $14.4 0D $1.6 


Equity in loss of Petrosar after 
provision for payment of 
etrosar dividends..% 2 dccspeust'y: (0.9) (5.3) (6.2) (10.0) — = a 


INCE INCOMC nna ti cine sens a $45.7 $35.3 $74.0 $18.5 $14.4 des) $1.6 


The following table sets forth revenues of Polysar by major market areas for the periods indicated: 


Six months ended 


June 30 Year ended December 31 
1980 1979 1979 1978 1977 1976 1975. 
Cee iat (millions) 
Revenues: 
AAA ean ROPES ous $106 $103 $217 $163 $129 $119 $ 95 
MONIC SALES ee hs ek Matias aes oe o 156 145 285 249 194 136 103 
|b ai eee ee 244 273 447 322 232 188 184 
CIC Ne see Ra ieee ie Ks ws le 74 60 118 parstiéy __ 54 eee oe 
TOPgIMIGVEDNES 5.0... dtetate the. « $580 $531 $1,067 $807 $609 $489 = $421 
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Polysar is the only producer of synthetic rubber in Canada and has about 7% of the total world market 
(excluding Eastern Europe and China) in which the largest competitor has about 11%. Production facilities include 
plants in Sarnia, Canada; Strasbourg, France; Antwerp, Belgium; and custom compounding plants in Barberton, 
Ohio and East Brunswick, New Jersey. Approximately 50% of Polysar’s total synthetic rubbers production capacity 
is located at its facility in Sarnia. The three major rubber product sectors are emulsion. butyl and polybutadiene 
rubbers. Emulsion rubbers make up about 50% of total rubber sales, with general purpose rubbers which con- 
stitute over half of this sector being sold primarily to the tire industry which is dominated by relatively few major 
producers. The balance of emulsion rubber production is used in other automotive and industrial applications. 
Polysar is the second largest producer in the world of butyl rubbers which account for approximately 33% of its 
total rubber sales and are used principally for inner tubes and linings for tires. As an independent producer of 
general purpose and butyl rubbers, Polysar faces competition in North America from large integrated producers 
which are affiliated with tire or oil companies and which benefit from captive markets. Expansion of butyl produc- 
tion facilities in Antwerp was completed in 1979 and expansion of similar facilities at Sarnia is scheduled for 
completion in 1982 at an estimated cost of $250 million. Polysar’s polybutadiene rubbers are used primarily in 
high impact plastics and make up the remainder of total rubber sales. Polysar has a 40% equity interest in Hules 
Mexicanos S.A. which has facilities for the production of general purpose rubber and carbon black located at 
Tampico, Mexico. Pemex, the Mexican state oil company, holds the 60% majority interest. 

Latex, which is produced by Polysar at plants in Sarnia, the United States and France, is similar to synthetic 
rubber in some respects and is derived from the same raw materials. It is sold primarily to the carpet, upholstery 
and paper-coating industries. 

Polystyrene resins which are used in plastics forming are produced by Polysar at three plants in the United 
States and one plant in Canada. Chemical sales consist mainly of styrene from Polysar’s world-scale styrene 
monomer plant at Sarnia which commenced commercial production in 1977. Approximately 50% of styrene 
produced is consumed internally by Polysar in the production of rubber, latex and plastics. 


Plastics forming operations are centred around Bellaplast GmbH, in the Federal Republic of Germany, which 
has equity holdings in plastics converters in Switzerland, France and Spain. Bellaplast produces plastic cups, con- 
tainers and other packaging products primarily for the food industry, which are marketed throughout Western 
Europe. The North American plastics forming operations of Polysar were sold in 1979. 

Hydrocarbons, mainly derived from crude oil, accounted for approximately 67% of Polysar’s cost of sales in 
1979. All of the hydrocarbons required for Polysar’s European plants are purchased at prevailing market 
prices which are related to international crude oil prices, and it competes successfully from those plants. In 
North America, a substantial portion of the petrochemical feedstocks required by Polysar is purchased from Petro- 
sar under long-term contracts at prices related to Petrosar’s cost of production which includes crude oil at the 
Canadian domestic price. This arrangement ensures Polysar of a secure source of supply and currently provides 
it with a feedstock cost advantage. This advantage would be reduced to the extent of any narrowing of the differential 
between Canadian domestic crude oil prices and the average cost of crude oil and other feedstocks to refineries in 
the United States. 


Petrosar Limited 

Petrosar owns and operates North America’s first integrated, world-scale petrochemical refinery complex 
located near Sarnia, Ontario. Petrosar was incorporated in April, 1974 and commenced commercial production 
on April 1, 1978. Polysar owns 40.2% of Petrosar’s common shares, Du Pont Canada Inc. and Union Carbide 
Canada Limited each own 20% and CDC owns 19.8%. 

The following table sets forth certain financial information with respect to Petrosar for the periods indicated: 


Six months Year Nine months 
ended ended ended 
June 30 December 31 December 31 
1980 1979 1979 1978 
(thousands) 
SALES sie has aete eR ela oa ccc ies. a $398,149 $328,259 $687,154 $401,052 
Netincomie!@oss): 222 th cae ee we S.18:184) 9S 2281 $ 17,124 $ (800) 
Less dividends applicable to Class A prefer- 
eNCe Shares Gc we tee ee ee 19,724 16,711 35,334 24,340 


Net income (loss) attributable to common share- 
holders after dividends applicable to Class A 


preiérence ‘Shares ara, ows hey tea Wein $ (1,540)  $ (14,430) $ (18,210) $ (25,140) 
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Petrosar produces a broad range of primary petrochemical products which are essential to the downstream 
operations of its shareholders and certain other petrochemical producers. The Petrosar plant was originally 
designed to process 170,000 barrels per day of western Canadian crude oil to produce 55,000 barrels of naphtha and 
125,000 barrels of fuel products. As a result of a feedstock rationalization program, the feedstock requirements 
have been reduced to about 120,000 barrels of crude oil and condensates per day to produce the full quantity of 
naphtha and about 55,000 barrels of fuel products per day. The naphtha is further processed into some 2.8 billion 
pounds per year of primary petrochemicals which include ethylene, propylene, benzene, a toluene xylene mixture, 
isobutylene and butadiene. All of the ethylene, most of the other petrochemical products and residual fuel oil pro- 
duced by Petrosar, representing an estimated 52% of the total dollar value of its production, are sold to its share- 
holders other than CDC under long-term take-or-pay contracts. The remaining products consisting mostly of 
propylene and fuels are sold to third parties primarily under long-term contracts. 


Crude oil supplies from western Canada have become more restricted and markets for heavy fuel products in 
eastern Canada much weaker than originally anticipated. In response to these changing circumstances, Petrosar 
implemented the feedstock rationalization program referred to above. In addition, Petrosar has given a conditional 
undertaking to the Government of Canada to substantially reduce the output of heavy fuel products which will 
make even more efficient its processes for producing primary petrochemicals. In order to accomplish the foregoing, a 
program is being developed ,which principally involves the construction of a residual oil upgrading plant and related 
facilities, at a cost estimated at between $400 million and $500 million on an as spent basis. Part of the program, 
other than the upgrading plant, has begun and the entire program is expected to be completed in 1985. Upon 
completion production of heavy fuel products will be substantially reduced. Funds required to finance the upgrading 
plant are expected to come from all, or some of, present holders of take-or-pay contracts for residual fuel oil, the share- 
holders of Petrosar, retained earnings and long-term external financing sources in proportions yet to be determined. 


Substantially all of the roughly 100,000 barrels per day of the crude oil feedstock presently consumed by 
Petrosar originates in Alberta. Current Alberta daily production of crude oil comprises 885,000 barrels per day 
from Crown lease lands and 200,000 barrels per day from freehold lands. All crude oil produced from Crown lease 
lands is purchased by the Alberta Petroleum Marketing Commission, which in turn sells only to approved pur- 
chasers, of which Petrosar is not one. Petrosar has been able to obtain its crude oil requirements from producers 
holding freehold lands and expects to continue to do so. The Government of Canada has given assurance to Petrosar 
that in the event of shortages of supplies of crude oil Petrosar would be allocated crude oil ona basis equitable with all 
other Canadian refiners. Reference is made to ““CDC Oil & Gas Limited” for further details on government regula- 
tion of domestic crude oil production, supply and pricing. 


Mining 
Texasgulf Inc. 


In 1973, CDC purchased 9,259,720 common shares of Texasgulf Inc. (“Texasgulf”) and, with subsequent 
purchases, CDC now owns, through a wholly-owned foreign subsidiary, 10,893,406 common shares and 
1,225,200 shares of convertible preferred stock Series A of Texasgulf. If all the Texasgulf convertible preferred 
stock outstanding on June 30, 1980 were converted into common shares, the ownership by CDC of common shares 
of Texasgulf would be 34.7%. The Texasgulf shares were purchased for a total of $360.6 million. The present 
market value of this investment based on The Toronto Stock Exchange closing prices for Texasgulf shares on 
September 15, 1980 is $744.5 million. However, due to the large number of shares owned by CDC, the quoted 
market price is not necessarily the price which CDC would receive if the shares were to be sold. CDC believes no 


other shareholder owns more than 3% of Texasgulf stock. 


Texasgulf is engaged in the exploration for and development of minerals and hydrocarbons, and in the 
production of chemicals, metals and energy products. Products include metals, metal concentrates, sulphur, 


phosphate fertilizer materials, potash, soda ash and oil and gas. 
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The following table sets forth revenues by product category and net income as reported by Texasgulf for the 


periods indicated: Six months ended 
June 30 Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 

Revenues: (millions of U.S. dollars) 

CHEMICAIS7 wet aorctc ae a eee $306.6 $214.3 $464.1 $340.6 $260.6 $235.6 $236.3 

Metals 09 SUP Sea g ae 196.4 151-2 298.8 239.2 199.0 2305 195.9 

Orland: gas, aioe. 5. Sea 16.5 10.7 23.6 Die 225) 13.8 11.8 

Otheta:) tepueadeee se ee al 1.4 2.8 18 0.5 0.6 0.6 
Total reyenvess.sis1ae eee: $520.6 $377.6 $789.3 $602.3 $482.6 $480.5 $444.6 
Nettineome ines aly ae Si7oLn $ 57.6 $136.9 $ 50.1 $ 46.3 $ 60.8 S19367 


(1) Net income for 1979 was increased by U.S. $12.5 million as a result of the capitalization of interest in accordance with the Financial 
Accounting Standards Board statement No. 34. Net income for the first six months of 1980 increased by U.S. $8.1 million as a result 
of the adoption of the flow-through method of accounting for investment tax credits. The pre-1980 cumulative effect of the latter 
change, in the amount of U.S. $39.1 million, is also reflected in net income for the first six months of 1980. 


Chemicals Operations - Texasgulf is a major producer of three basic fertilizer materials: phosphate, sulphur and 
potash. It also produces soda ash. The following table sets forth production and sales statistics for the periods 


indicated : - Year ended December 31 
Production(): 1979 1978 1977 1976 1975 
Phosphate (thousands of tons) 
Phosphate rock... 2:2ach rues. 2 Ae Ai een tee 3,851 33514 2,591 22162 1,863 
Phosphoric acid 4455.40-5;. S06 eee ea 1204 ay, 926 951 884 
Sulphur (long, tons) ye ee ee ee 2eAO 1,830 2,165 2k oye 
Sodasash i 5 fxs ee ae ee eee 938 781 407 Si — 
POtASI. ar ere ae es She ho eee Cn mn 702 694 614 599 530 
Sales: (millions of U.S. dollars) 
Phosphate (all’products)=...5. ee eee ee $212 $ 159 $ 117 Sey $ 118 
Sulphur). 2hincrssip ree: 21 ae ee eee 141 103 90 87 97 
Soda) ashic.¢ 496% S34  ahhoe setae Aue hid Ayes ae cLe Ee 66 43 24 — — 
Potashue 22: cut ncaa carn eee ition tee ica ae ore 39 32 ill 29 20 
Others secure htc c:s4y x altos pean se ey ee ie ee ea 6 4 3 3 1 


(1) Short tons unless otherwise indicated. 
(2) Includes purchases. 
(3) Includes amounts purchased for resale and excludes amounts used internally. 


Texasgulf mines phosphate ore and sells phosphate fertilizer materials produced at its Lee Creek Mine in 
North Carolina which at December 31, 1979 had an annual capacity of 680,000 tons of 100% phosphorous 
pentoxide equivalent. Expansion of annual capacity to 1,020,000 tons, at an estimated cost of U.S. $180 
million, is scheduled for completion in stages by 1982. At Lee Creek Texasgulf owns or leases lands containing 2.2 


billion tons of phosphate sands averaging about 13% phosphorous pentoxide of which 1.2 billion tons are proven 
recoverable reserves. 


Texasgulf produces sulphur at three Frasch mines in Texas which have reserves estimated at 16.3 million 
long tons. Through contractual arrangements and partial ownership Texasgulf has access to sour gas sulphur 
reserves in Alberta which at December 31, 1979 were estimated at 7.4 million long tons. Texasgulf also has a 34% 
equity interest in two Mexican sulphur companies with total reserves estimated at December 31, 1979 at 18.8 million 
long tons. Production and purchases of sulphur in 1979 tota'led 2,269,500 long tons with approximately 3,754,000 


long tons of sulphur in inventory at year end. The most important single use of sulphur is in the production of 
phosphate fertilizers. 


Texasgulf also produces soda ash from trona ore which is mined and processed in southwestern Wyoming with 
reserves estimated at December 31, 1979 of about 172 million tons averaging nearly 90% pure trona. Production 
began in) 1976 and has now reached annual design capacity of 1,000,000 tons. Engineering studies are underway 
and permits are being obtained for a plant expansion to two million tons at an estimated cost of U.S. $225 million. 
Soda ash is widely used in the glass and chemical industries. 


Potash is produced by Texasgulf at its mine in Utah and in Saskatchewan where it has a 40% interest in the 
Allan Potash Mines. In 1979, potash production, including the share of production in Saskatchewan, was 701,900 
tons. Potash bearing material potentially recoverable by solution mining from the mine in Utah totals about 16.3 
million tons, as estimated at December 31, 1979, averaging about 16.5% potassium oxide. Texasgulf believes that 
up to 50% of this material may be recovered but cannot predict the exact amount. Texasgulf’s 40% share of reserves 
at the Allan Potash Mines would be equivalent to about 798 million tons averaging about 24.4% potassium oxide. 
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Metals Operations - Texasgulf, through its wholly-owned subsidiary Texasgulf Canada Limited, owns and 
operates the Kidd Creek Mine in Timmins, Ontario. The Kidd Creek Mine is one of the world’s largest single 
sources of zinc and also yields substantial quantities of silver and copper and some lead, cadmium and tin. Since 
1977 all mining operations have been underground. The following table sets forth information on ore milled and 
concentrates produced at the Kidd Creek Mine for the periods indicated: 


Year ended December 31 


1979 1978 1977 1976 1975 
Oremilled ons)ire Seoworellor ee meh. 4,057,500 3,309,300 3,636,600 3,574,000 3,630,000 
Copper concentrates (tons)............ 285,900 221,500 243,500 234,700 238,400 
Réadiconcentrates (tons). 82.00. $2 8.4 13,700 20,200 31,100 38,600 31,600 
Zymerconcentratess(tons).ficn.. se. ee 342,100 335,400 436,300 474,200 504,700 
Silver (troy ounces in concentrates)..... 6,965,700 7,825,600 8,924,000 10,415,000 9,235,000 
Tin (pounds in concentrates).......... 209,600 223, 1000 = 312,300 410,300 628,400 


A major portion of the zinc concentrates is processed in Texasgulf’s zinc plant at Kidd Creek, which has a 
design capacity of 120,000 tons of zinc metal per year. The zinc plant also produces sulphuric acid and cadmium 
metal. The following table sets forth the zinc plant’s production of its principal products for the periods indicated: 

Year ended December 31 


1979 1978 1977 1976 1975 
incemetal (CONS). 26... be isis oe as 24% 117,600 80,300 91,100 107,700 93,000 
Sutpauric acid. (tons). 4... .le...... 8 203,000 152,400 166,800 190,900 161,700 
Cadmium metal (pounds)............. 1,085,700 699,800 792,200 1,108,400 940,100 


In order to reduce the zinc metal inventory, the zinc plant operated through most of 1978 at 65% of design 
capacity. Production nearly equalled design capacity in 1979. In the first half of 1980 the plant operated at over 
90% of its design capacity. 

Most of the zinc metal is sold by Texasgulf to customers in the United States, with some sales in Canada, 
Europe, South America and New Zealand; sulphuric acid is sold to one Canadian customer; and cadmium is sold 
to various customers in North America and Europe. Zinc concentrates which are not processed to metal at Kidd 
Creek and all of the lead and tin concentrates are sold to customers in Europe, Mexico, Japan and the United 
States. Copper and copper-silver concentrates are processed in Canada by third parties on behalf of Texasgulf 
with the product being sold primarily in North America and Europe. 

In 1974, Texasgulf commenced development of a second underground mine at Kidd Creek and a 5,100 foot 
shaft has been completed. Development work for the new underground mine will permit an increase in the rate of 
production from the ore body at Kidd Creek to about five million tons of ore per year by the end of 1981. Texasgulf 
is constructing a copper smelter and refinery with an annual capacity of 65,000 tons which is scheduled for full 
operation by mid-1981 and should permit higher metals recovery at lower cost to Texasgulf. 

Reserves at the Kidd Creek Mine at December 31, 1979 were estimated at approximately 38 million tons of 
proven ore and 63 million tons of probable ore with an average grade of 5.13% zinc; 2.82% copper; 0.18% lead 
and 1.93 ounces of silver per ton. Copper content of the ore appears to increase with depth, although the content 
of other recoverable metals appears to decrease. The ultimate depth of the orebody is not known, nor has it been 
fully defined laterally. 

Texasgulf owns a small producing gold-copper property in Oregon and a small producing coal mine in 
Colorado and has a 35% net profits interest in a producing lead-zinc mine on Baffin Island. It also has a 10.5% 
interest in a producing iron ore operation in Australia and a 50% interest in certain undeveloped iron deposits there. 
However, on August 12, 1980 it announced an agreement in principle to sell these Australian iron interests to CRA 
Limited of Melbourne, Australia for U.S. $80 million. 

Texasgulf, through its exploration program, has found most of the minerals which it now produces. Texasgulf 
continues to be actively engaged in the exploration for minerals primarily in Canada and the United States and 
also in Australia, Ireland and South Africa. Recently Texasgulf announced that it has established 2.5 million tons 
of drill-indicated mineralization averaging 0.15 ounces of gold per ton at the Owl Creek property near Timmins, 
Ontario. About one million tons of the material, averaging about 0.11 ounces of gold per ton, can be mined by the 
open pit method and removal of overburden is planned to begin during the winter of 1980-1981. If the Owl Creek 
project is developed Inco Limited will have the right to participate as a 40% partner, with Texasgulf as the operator 


having a 60% interest. 
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Oil and Gas Operations - Texasgulf explores for and produces oil and gas mainly in North America. In 1979, 
340,000 barrels of oil and condensate, 15 billion cubic feet of gas and two million gallons of natural gas liquids were ~ 
produced from wells located in Canada and the United States. Texasgulf’s proved developed reserves in the United 
States and Canada at December 31, 1979 were estimated at 3.9 million barrels of oil and 165.5 billion cubic feet of gas, 
and it had estimated proved undeveloped reserves of 0.2 million barrels of oil and 31.8 billion cubic feet of gas. 
Oil and Gas 

CDC Oil & Gas Limited 

CDC Oil & Gas Limited (“CDC Oil & Gas’’) commenced operations as a wholly-owned subsidiary of CDC 
inearly 1976, CDC Oil & Gas and certain other Canadian oil and gas assets were acquired by CDC from Tenneco Inc. 
for an aggregate purchase price of $110 million. CDC Oil & Gas is primarily involved in conventional oil and gas 
exploration and production. Producing properties are mainly located in western Canada and in the United States 
while exploration acreage is located in western Canada, the Beaufort Sea, the eastern Arctic and offshore Labrador. 


In addition to conventional oil and gas activities, CDC Oil & Gas holds a 51% interest in an Athabasca Tar Sands 
lease as well as being a participant in uranium exploration. 


The following table sets forth revenues by product and net income of CDC Oil & Gas since its formation: 


Six months ended 


June 30 Year ended December 31 
ees 1979 1978. 1977 1976 
(millions) 

Revenues: 
Crude oil and natural gas liquids. . $10.9 5 a2 5192 $16.7 $15.5 $12.5 
Naturaligas . Aes. oo nee Lid. 13.6 28.6 23.4 17.0 11.6 
Other's. 4.58 Ae ba Nas Pee RA Heke iS) 2.8 MALER 2s, 24 
‘Totaiarevennesy aon. eet nt eee $30.2 $24.3 $51.3 $43.2 $35.3, $26.5 
Net incomesaise sini: Ae see = $ 9.0 $ 4.3 $10.7 $11.8 $12.2 $ 8.7 


Production - {n 1979, crude oil and condensate produced from properties in Alberta accounted for 83% of the 
total production volume with approximately 30% of the total coming from the Swan Hills and Hussar fields. The 
balance came from British Columbia (10.5%), Saskatchewan (5.0%) and the United States (1.5%). 


In 1979, natural gas produced from properties in Alberta accounted for approximately 78% of production, 
with approximately 189% coming from Paddle River, and approximately 25% being nearly equally divided between 
the Brasseau and Crossfield fields in Alberta. The balance of production came from British Columbia (10%) 
and the United States (12%). The majority of the natural gas produced from Alberta is contracted to TransCanada 
PipeLines Limited. United States natural gas production is sold under contract to Louisiana Resources Company. 


The following table sets forth the production of CDC Oil & Gas for the periods indicated: 


Average daily production after royalty 


Year ended December 31 


1979 1978 Sey 1976_ 
Crude oil and natural gas liquids (Bbl/d) 4,235 4,000 4,411 4,359 
Naturalieas (MoGidy > a-a.mye anne eee 46,511 41,883 38,829 34,542 
‘TLotab(NEBid)(sy.casceutaaetecee bees 11,986 10,981 10,883 10,116 


(1) Natural gas is converted into net equivalents of crude oil on the basis of 6,000 cubic feet of gas equals one net equivalent barrel. 


Although Canadian purchasers of natural gas have reduced the amount of gas taken under their contracts, CDC 
Oil & Gas has been able to increase natural gas production through development in Louisiana and the optimization 
of production and development of reserves already under contract in Canada. 


Exploration and Development - At December 31, 1979 CDC Oil & Gas held crown permits, reservations, licenses 
and leases covering an aggregate of 7.4 million acres (1.6 million net acres) of which 1.2 million acres are in Alberta 
(492,000 net acres), 618,000 acres are in the other western Canadian provinces (356,000 net acres), 8,800 acres are 
in the United States (1,100 net acres) and 5.6 million acres are in frontier areas of the Beaufort Sea, the eastern 
Arctic, off-shore Labrador and the North West Territories (751,000 net acres). 
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CDC Oil & Gas has concentrated its exploration and development activities in British Columbia in the 
Fort Nelson area and in Alberta in the Foothills, Peace River, Bigoray, and south east areas of the province. 
These activities have been supplemented by acquisitions in the frontier areas of Canada, namely Lancaster Sound, 
Beaufort Sea and Labrador Shelf, and also in Louisiana in the United States. In 1979, CDC Oil & Gas 
participated with others in drilling 22 exploration wells (12.1 net wells) of which 36.4% discovered oil or gas 
(27.3% of net wells). In addition, CDC Oil & Gas participated in 56 development wells (22.7 net wells) and 47 
wells drilled in various units to maintain production (2.3 net wells) of which 86.4% were oil, gas or service wells 
(68.0% of net wells). In 1980, CDC Oil & Gas agreed to participate in an exploration program in the United 
States by providing $8.6 million of exploration expenditures. CDC Oil & Gas is engaged with Tenneco Oil of 
Canada Ltd. in a recovery pilot project in the Athabasca Tar Sands area, is project operator and is responsible 
for 51% of the costs, estimated at $30 million over the next three years. Several joint ventures have been entered 
into for uranium exploration. 


Capital Expenditures - The following table sets forth the capital investment by CDC Oil & Gas for exploration 
and production (including minerals) for the periods indicated: 
Year ended December 31 


1979 1978 1977 1976 
(millions) 

Exploration: 
Acreagelacguisttion 2 o2.F . .<aeietewes dileapeel: ce. bu $14.0 $ 6.4 Saf-3 S529 
Dalling seit te ses. 3a Muni, O48 ts. ews. oll! TS) 5.8 9:7 1) 
@incrame ann: Hotes pad wis eA ae ater le SS Lee. es oe Shp) 1.0 del 
Ziok ee] 16.0 Dat 

Production: 
Wereapelacdiusitionesnatl. «27ers tied. ON E.ae. BOR le7 — = — 
Drilling yeep ses AE. Scenes Soham 8.1 10.8 ASS 1s 
Ecoductomracitiesete... 7,9. tetlion: see sts 6.) Ba/ 3.9 1e2 3.9 
Other. Ont We. Secret ate: Ri Skiws). va Nite. ohare 0.3 0.2 0:2 0.1 
13.8 14.9 m9, $5 
Gorporateacquisitions: +. -4 FG. a... Gh eee — Sh 5142 — 
Grae AMILaALANVES CMON ce chens acriminyrco er rere siete hier aoe ss $40.9. $33.8 $71.1 $10.6 


The total capital investment by CDC Oil & Gas for exploration and production in 1980 is estimated to be about 
$85 million and in excess of this amount in 1981. These amounts are substantially in excess of the anticipated cash 
flow to be generated from its operations during these periods. Additional requirements will be funded by secured 
borrowings under a $315 million multi-currency revolving line of credit with a Canadian chartered bank of which 
about $64 million has been drawn down as at June 30, 1980. 


Reserves - The following table sets forth the estimates by CDC Oil & Gas of its oil and gas reserves, after 
royalties, as at December 31, 1979: 


Total 
Crude oil Natural gas liquids Natural gas (thousands of 
(thousands of (thousands of (millions of net equivalent 
barrels) barrels) cubic feet) barrels) 
Developed: 
DESAI CII DER ES ee heirs 11,906 5,034 183,549 47,528 
INGE prodUcin guy ew IOS oe aS 31 258 76,713 13,077 
Undeveloped: 
Provetuand proba Dle vivo siscus <ionsus 0 es 26,828 4,582 
Ota eee etek AO eh eb ah 11,934 5,405 287,090 65,187 
NOTE: 


Proven reserves are those quantities of crude oil, natural gas and natural gas liquids which analysis of geological and engineer- 
ing data demonstrates with reasonable certainty to be recoverable from known oil or gas fields under existing economic and 
operating conditions. Probable reserves are those additional quantities estimated to be commercially recoverable from known oil 
and gas fields, as a result of additional drilling and the effects of the future installation of secondary recovery methods or future 


improvements in existing recovery methods, 


Ne) 


CDC Oil & Gas estimates that at December 31, 1979 the present value, discounted at 1214% and at 15%, of its 
future revenues from proven reserves in Canada and proven and probable reserves in the United States, calculated 
before tax but after capital costs, was $605 million and $521 million respectively. 


Total reserves have increased from 50.0 million net equivalent barrels as at January 1, 1976 to 65.2 million 
net equivalent barrels as at December 31, 1979 while during this period production amounted to 16.1 million net 
equivalent barrels. 


Government Regulations and Pricing 


The petroleum industry in Canada is subject to federal and provincial legislation and regulations governing 
tenure of petroleum and natural gas rights, production rates, royalties, pricing and other matters. The federal 
legislation regulates the price of crude oil and natural gas in interprovincial and export trade. The Government of 
Canada, through the National Energy Board, controls the export of crude oil, refined petroleum products 
and natural gas. Provincial legislation includes conservation and proration measures designed to promote efficient 
production and the sharing by producers of the available market on an equitable basis. Also, Alberta has enacted 
legislation with the intention of regulating the amount and price of crude oil and natural gas produced in that prov- 
ince and regulating the volume of crude oil and natural gas which may be removed from the province. 


The Government of Canada has not permitted the domestic price for Canadian crude oil to rise as rapidly as 
international prices. It has, however, announced an intention to introduce a blended price policy which will result 
in some increase in the wellhead price of Canadian crude oil to domestic purchasers. The Governments of Canada 
and Alberta have recently held discussions relating to the timing and the amount of any such increases. Since 
that time Alberta has increased the wellhead price of crude oil by $2 per barrel and has indicated that there may be 
further price increases in 1980. 


Natural gas prices in Canada came under federal government control during 1975 with the establishment of a 
Toronto city gate price and a higher price for gas exported to the United States. Prices are subject to periodic 
increases at a rate approved by both the federal and provincial governments. The Alberta government recently 
announced an increase in the Toronto city gate price of 30 cents per million B.T.U. effective September 1, 1980. 
Exports of gas from western Canada require the authorization of the regulatory authorities of the respective 
governments. The National Energy Board has recently determined that there is a surplus of gas over Canada’s 
current and anticipated requirements which will permit exports to the United States. The federal cabinet has 
recently announced approval for additional exports of natural gas through the initial construction sections of the 
Alaska Highway Pipeline Project which is designed to transport gas from Alaska to markets in the United States. 
These initial sections, scheduled for completion in 1980 and 1981, will enable the export of Alberta gas before 
completion of the entire project. 


Electronics 
CDC Data Systems Limited 


CDC Data Systems Limited (““CDC Data’’) is engaged in the office equipment sector of the electronics industry 
through its ownership of 62.5% of the common shares of AES Data Ltd. (““AES’’), a Canadian manufacturer of 
word processing equipment. AES operates five plants located in Québec and Ontario and has a sales and service 
network in Canada and Europe. AES employs 2,146 employees in all phases of its operations. AES owns 100% of 
Wordplex Corporation (““Wordplex”’) a California company engaged in the same business. CDC Data acquired its 
initialinvestment in these companies in August, 1978 from members of the CDC venture and expansion capital group 
as referred to under ‘“‘Venture and Expansion Capital”. CDC Data has subsequently provided AES with additional 
equity of $35 million, which includes the purchase of convertible preferred shares, bringing its total investment in 
this group to approximately $126 million. Conversion of the preferred shares by CDC Data wouldincreaseitscommon 
share ownership of AES to 78.9%. Lanier Business Products Inc., the exclusive distributor in the United States of 
AES and Wordplex products, owns substantially all of the remaining common shares of AES. 


AES products are sold and serviced principally under the AES, Wordplex, and Lanier trade names in stand- 
alone, small cluster and multi-station configurations. AES also distributes Lanier dictation equipment in Canada. 
The office equipment sector of the electronics industry is highly competitive, with the world market being shared 
by a number of major computer and business equipment suppliers. Component parts for AES products are provided 
by a variety of major suppliers in North America. In order to ensure continuity of supply, AES generally has more 
than one supplier and enters into long-term contracts for most of the components it requires. The consolidated 
revenues of AES were $126 million in 1979 compared to $64 million for the full year in 1978. 
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In November 1979, CDC Data entered into a joint venture agreement to continue with the development of a 


high speed printer. The initial commitment by CDC Data in order to obtain a 50% interest in the technology is 
$5 million. 


CDC owns 57.7% of the outstanding shares of Ventek Limited, a United Kingdom company engaged in 
the distribution of computer hardware and software products. Ventek distributes computer hardware and soft- 
ware and provides maintenance and programming services in the United Kingdom. Consolidated revenues were 
approximately $29 million in 1979 and $22 million in 1978. 


The following table sets forth revenues and net income of the electronics group for the periods indicated: 


Six months ended Year Five months 
June 30 ended ended 
1980 1979 December 31, 1979 December 31, 1978 
(millions) 
ROVE TIC Mer iret nas oo eG cc cue es soe $84.6 $65.0 $154.6 $44.6 
INCE THCOMICUIOSS) 45,0264 uc. 5. e264 encase (1.9) -— 1.6 1.3 


Life Sciences 
CDC Life Sciences Inc. 


CDC Life Sciences Inc. (“Life Sciences”), a wholly-owned subsidiary of CDC, has investments in an interna- 
tionally-oriented group of companies engaged in the life sciences industry with activities in three areas: biologicals, 
contracting services, and pharmaceuticals. 


The following table sets forth revenues and net income of Life Sciences for the periods indicated: 


Six months ended 


June 30 Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 
(millions) 
RO VEMUES eee ee a $76.5 $65.8 $137.8 $139.8 $109.2 $90.8 $83.6 
Netincame (loss) a0 e..). aacttae 0.1 4.5 4.1 4.1 (e3) 0.4 (1.7) 


Biologicals - Insulin, vaccines for human and animal use, blood fractions and diagnostic products are the 
principal biologicals produced by Life Sciences’ wholly-owned subsidiary Connaught Laboratories Limited. Due 
to the nature of Connaught’s products, a large proportion of its sales are to domestic and foreign governments. 
Manufacturing is carried out at facilities located in Toronto, Ontario and Swiftwater, Pennsylvania. Connaught is 
also engaged in continuing research with respect to existing products as well as in development of new product lines. 


Contracting Services - Contract research and scientific services are carried out by Bio-Research Laboratories 
Ltd. and Raylo Chemicals Limited which are wholly-owned subsidiaries of Life Sciences. Bio-Research, located 
near Montreal, provides contract research services in toxicity safety testing and chemical analysis and other 
scientific services to the pharmaceutical, pesticide, chemical and food industries in North America and Western 
Europe. Raylo, located in Edmonton, manufactures fine chemicals and provides contract and research services 
to industry and government. 


Pharmaceuticals - A/S Dumex, a major Danish pharmaceutical company, in which Life Sciences has a 75% 
interest, manufactures and sells a broad range of pharmaceutical and drug products, the most important of which 
are antidepressants and antibiotics, and also produces and sells milk replacers for farm animals, antibiotic feed 
grains and basic chemicals. Its primary manufacturing facility is located in Copenhagen and it has subsidiary and 
associated companies in Europe, Africa and South East Asia. Life Sciences has a 71% interest in Omnimedic Inc. 
which, through its wholly-owned subsidiary, Nordic Laboratories Inc., located in Laval, Québec, manufactures 
and distributes throughout Canada a variety of pharmaceutical products. 
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Fishery 
Fishery Products Limited 


On September 11, 1980 CDC acquired a 40% interest in Fishery Products Limited (““FP’’) for an aggregate 
price of $34.4 million through the purchase of voting shares and debentures. FP operates eight primary 
fish processing plants in Newfoundland which are supplied by a fleet of trawlers owned by FP and also supplied 
by independent fishermen. FP is the largest private employer in Newfoundland with approximately 4,700 
employees. Principal products are frozen retail and institutional packs of cod, sole, turbot and shrimp. Some 
secondary processing to produce breaded and cooked items is carried out at FP’s plant located in Danvers, 
Massachusetts. Approximately 75% of sales are to customers in the United States. Sales revenues for FP 
increased from $28 million in 1975 to $136 million in 1979 and for the 24-week period ending June 14, 1980 were $54 
million. Revenues for the latter period were adversely affected by a strike in January and revenues for the year 
will be further affected by current labor disruptions in the fisheries industry in Newfoundland. 


Venture and Expansion Capital 
CDC Ventures Inc. 


CDC, through its wholly-owned subsidiary CDC Ventures Inc. (“‘Ventures’’), holds equity positions in several 
venture capital companies which, in turn, invest in businesses at their conceptual or early development stages and 
which provide an opportunity for capital appreciation over the long term. The areas of investment include agricul- 
ture technology, oil exploration and development, mobile communications and computer terminals, plastic con- 
tainers and packaging, energy management and communication systems, soft drinks, general aviation sales and 
servicing and electronic sensing and control equipment. It is an objective of the venture capital companies to 
dispose of investments as the businesses mature and become profitable. Recent dispositions include AES, 
Wordplex and Ventek referred to under “‘Electronics” and Northway-Gestalt Corporation, a survey and mapping 
company. 


Ventures also has an interest in CanWest Capital Corporation, an expansion capital organization which 
acquires and participates in the management of medium-size companies with a view to long-term growth and 
development. Principal investments of CanWest are The Monarch Life Assurance Company, Crown Trust 
Company, Canreit Advisory Corporation, Global Communications Inc., Na-Churs Plant Food Co., Universal 
Subscription Television, Inc. and Macleod-Stedman Inc. 


At June 30, 1980, Ventures had equity in venture and expansion capital companies aggregating $36.9 million, 
and had firm commitments to invest over the next two years a further $17.8 million in the equity of CanWest 
and $1.3 million in the equity of Alberta Ventures Fund and is considering further investments in venture capital 
and related companies. 


The following table sets forth CDC’s direct and indirect percentage ownership in the venture and expansion 
capital companies: 


Percentage 
Name of company Ownership 
Alberta Ventures Fund S.5.0. 3. 2s ee ee een ne ne ee ee ne Zit 
Gan West: Capital Compotattonacce: anette ene 49 
Innocam Eaves tients Ltda scoparia cee nae <a nC 37 
TDC Technology Development Corporation... .5.4.4uee8 Wee 50 
Ventukes: WestCapital btdeqes, cies ales ie es eee ee een. 49 
VentureteK litemational: kimitedsmne.-) eects tee eee 32 


With the exception of Innocan Investments Ltd., which recorded operating profits in most of its portfolio, 
the venture and expansion capital companies recorded losses in 1979. However, the success or failure of venture 
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capital companies should not be measured only by operating results but also by the gains or losses that may be 
realized on disposition of their individual investments. CDC expects that the investments held by its venture 
and expansion capital companies should return profits or gains on disposition in the future. 


Management Discussion of Operating Results 
Sources of Revenue and Contributions 


The following table sets forth the sources of revenue and contributions to CDC’s consolidated earnings for the 
periods indicated: 


Six months ended June 30 Year ended December 31 
1980 1979 1979 1978 1977 
(millions) 
Revenue sources); 
PEtrochemicalsss+ se. ee $ 914.8 $762.9 $1,629.0 SSI eA $599.9 
OMAN Sagres. ee ee ce ci 30.1 24.2 >) hel 43.0 _ 34.9 
Difetscrencest ne Wes fei. a) eG 73.0 62.9 132.3 13233 106.4 
PICcironics: ere a ee 84.6 65.0 13355 44.5 — 
Interest and other income.... DICT 26.2 49.0 23.3 153 
MOCHA FEVEMUCS me aetna te ce oe $1,124.2 $941.2 $2,014.9 $1,365.5 $756.5 
Six months ended June 30 Year ended December 31 
1980. fs 1979 1978 1977 
(millions) 
Contributions to consolidated net 
earnings: 
phetrochemicals.ae fect. $43.4 $27.7 $ 57.8 $10.3 $10.2 
IMINO Ate oe tet ee ak a1 18.9 46.6 14.3 13.4 
ROTA SAS te ot cite. Sane 7.9 4.4 10.6 10.9 10.4 
Mile. SClen CES eis Jes 0.1 4.5 4.2 4.1 (Ly 
Blechropicse «cette. rc se (1.9) a 1.6 1.3 — 
Venture and expansion 
Capital giro POS xe aes (3.8) _ (3.4) — — 
COC Ber en oe ee 1) G2) C.o) _G.6) (6.6) 
INGtRINCOMIC Ran en nes pecucane Sie ee $89.1 $51.3 $113.8 $37.3 $26.3 


(1) Revenues of companies comprising the mining and venture and expansion capital groups are not included in CDC’s revenues since 
companies in these groups are included in CDC’s consolidated statements only to the extent of CDC’s interest in their earnings. 


(2) Prior to August 2, 1978, operations comprising the electronics group were included in the venture and expansion capital group. 


Operating Results 

CDC - The increase in CDC’s net income for the first six months of 1980 over the comparable period in 1979 
reflects primarily the improvement in petrochemicals and mining. Higher prices prevailed for Polysar’s products 
although volumes, particularly towards the end of the period, were below those of the 1979 period. A substantial 
improvement in the operations of Petrosar contributed to the favourable petrochemical results for the period. 
The largest improvement, however, was in the contribution from mining where sales revenues and net income were 
significantly improved because of higher prices in the first six months for nearly all major products of Texasgulf. 


The years 1977 to 1979 inclusive reflect the continued growth of CDC by way of expansion and acquisition. 
Consolidated revenues during the period have increased primarily as a result of increased revenues of the petro- 
chemical group reflecting the sales growth of Polysar and the inclusion of revenues of Petrosar from April 1, 1978. 
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The prices and volumes from CDC Oil & Gas, the inclusion of revenues of the electronics group for five months 
in 1978 and the entire year of 1979 and the increase in interest income all contributed to increasing the revenues 
of CDC to over $2 billion in 1979. 


The increase in consolidated net income from $26 million in 1977 to $114 million in 1979 is primarily 
attributable to the contributions from the petrochemical and mining groups as a result of increased demand, 
higher prices and the coming onstream of new production facilities. Also contributing to the increase in net income 
were the results of the life sciences group and the modest impact on net income from the electronics group. The 
increased contribution from the mining group during the latter part of the period is also attributable to the 
additional shares of Texasgulf purchased by CDC during 1979. 


Petrochemicals - Polysar revenues continued to increase during the years 1977 to 1979 reflecting the com- 
mencement of production of new capacity, higher prices and volumes and the translation of sales denominated in 
appreciating foreign currencies into Canadian dollars. In addition to the feedstock cost and supply benefits derived 
as a result of its investment in Petrosar, higher volumes and increased efficiency generated improved operating 
margins. However, Polysar’s earnings were affected by foreign currency translations with a loss of $19.7 million in 
1979 which more than offset gains of $5.2 million and $8.6 million in 1977 and 1978 respectively. 


Petrosar commenced commercial production on April 1, 1978 and experienced normal startup problems during 
its first nine months of operations resulting in a net loss of $25.1 million after payment of preference share dividends 
of $24.3 million. In 1979 improved plant operations and higher prices for petrochemicals resulted in a reduced loss 
of $18.2 million after preference share dividends of $35.3 million. 


Mining - Revenues increased over the years 1977 to 1979 as metals and chemical volumes and prices rose 
and the new soda ash facility in Wyoming operated at nearly full capacity. During this period net income also 
increased as higher prices and volumes led to significantly improved operating margins. 


Oil and Gas - Revenues of CDC Oil & Gas have increased during the years 1977 to 1979 as a result of increased 
product prices and volumes. However, the increase in revenues has not resulted in a corresponding increase in 
net income, owing to the company’s expansion of its exploration and development program and increases in 
operating and financing costs. 


Electronics - Revenues of the electronics group increased substantially in 1979 over the full year 1978 reflecting 
increased market penetration. Costs associated with research and development, new product introduction, 
development of markets in Europe and the expansion of Canadian manufacturing facilities have elec affected 
earnings for 1978 and 1979. 


Life Sciences - Revenues for the life sciences group increased from 1977 to 1978 and margins also improved for 
each of the years 1977 to 1979 inclusive. Net income showed a significant increase in 1978 but did not increase in 
1979 because of the introduction of new products, the expansion of facilities and significant research and develop- 
ment expenditures. 


Venture and Expansion Capital - The venture and expansion capital group of companies made no contribution 
to earnings for the years 1977 and 1978. The negative contribution to 1979 earnings resulted from high interest rates 
and from development costs incurred by some of the companies in the group. 


Capital Stock 


The authorized capital of CDC consists of 200,000,000 common shares without nominal or par value (‘““Com- 
mon Shares”) of which 32,478,089 shares were outstanding on July 31, 1980 and $1,000,000,000 divided into pre- 
ferred shares with a nominal or par value in any multiple of $5 each =i not exceeding $1,000 each. The preferred 
shares are issuable in one or more classes and with such attributes as may be prescribed by a by-law passed by the 
directors of CDC and sanctioned by at least two-thirds of the votes cast at a special general meeting of shareholders. 


Preferred Shares 


By-laws of CDC have been duly passed and sanctioned with respect to $744,781,700 of the authorized pre- 
ferred share capital to constitute preferred shares ranking as to dividends and priority on the liquidation, dis- 
solution or winding-up of CDC in the following order of priority: 
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(i) 


(il) 


$100,000,C00 of preferred shares divided into 10,000,000 shares with a nominal or par value of $10 each 
designated as Class A Preferred Shares (“‘Class A Preferred Shares’), all of which are outstanding. These 
shares are non-voting, carry the right to receive preferred cumulative dividends at the rate of 534% per 
annum and are redeemable at par plus accrued and unpaid dividends at any time on or after March 5, 1981 
at the option of either the holder or CDC. These shares rank in priority as to dividend entitlement and 
return of capital on the liquidation, dissolution or winding-up of CDC over all other classes of shares of 
CDC. 


$200,000,000 of preferred shares which may at any time be divided into shares with a nominal or par value 
in any multiple of $5 each and not exceeding $1,000 each and which are designated as ‘“‘Senior Preferred 
Shares”. None of these shares have been issued by CDC. The only attributes of these shares which have 
been determined at this time are their relative priority as to dividends and their entitlement to return of 
capital on the liquidation, dissolution or winding-up of CDC. These shares, when issued, will rank in 
these respects in priority over all shares of CDC other than the Class A Preferred Shares and will carry 
such other attributes as may be determined by the directors of CDC. 


(iii) $444,781,700 of preferred shares comprised of: 


(a) $144,781,700 which has been divided into 1,447,817 preferred shares with a nominal or par value of 
$100 each designated as 8% Cumulative Redeemable Convertible Voting Class B Preferred Shares 
(“Class B Preferred Shares’), all of which have been issued and 1,421,539 of which were outstanding 
on July 31, 1980. These shares carry the right to receive preferred cumulative dividends at the rate of 
8% per annum and are redeemable at the option of the holder from October 2, 1980 through 
December 31, 1980 and from October 2, 1985 through October |, 1986 in each case at par plus accrued 
dividends. These shares are also redeemable at the option of CDC commencing October 2, 1980 at 
par plus a premium of $5 per share reducing to par by October 2, 1985 plus accrued and unpaid 
dividends. Each Class B Preferred Share carries the right to receive on or before October 1, 1985 one 
bonus Common Share and is convertible at any time into 10 Common Shares. On conversion, the 
bonus Common Share is immediately deliverable. The holders of the Class B Preferred Shares are 
entitled to 10 votes per share at meetings of shareholders of CDC; and 


(b) $300,000,000 which consists of such number of shares with such par value in any multiple of $5 each 
not exceeding $1,000 each as the directors of CDC may prescribe and are designated as Public 
Preferred Shares. Of these Public Preferred Shares, $300,000,000 has been divided into 15,000,000 
preferred shares with a nominal or par value of $20 each and have been designated as 7.60% Cumu- 
lative Redeemable Convertible Voting Preferred Shares, 1980 Issue (‘1980 Preferred Shares’), 
being the shares offered by this prospectus. The 1980 Preferred Shares are redeemable and are con- 
vertible into Common Shares of CDC and carry other attributes all as set out under “Details of the 
Offering’. The 1980 Preferred Shares will rank as to dividends and priority on return of capital on 
the liquidation, dissolution or winding-up of CDC junior to the Class A Preferred Shares and Senior 
Preferred Shares, pari passu with the Class B Preferred Shares and any other Public Preferred Shares 
hereafter issued and senior to the Common Shares. Additional Public Preferred Shares carrying such 
other attributes as may be determined by the board of directors of CDC may be issued at any time. 


The remaining $255,218,300 of the $1,000,000,000 of authorized preferred shares of CDC remains undivided 


and undesignated. Under the CDC Act, outstanding shares of any class redeemed or purchased for cancellation by 
CDC or converted by the holder into or exchanged for other shares are restored to the status of unissued shares of the 
same class and may be reissued by CDC. Thus, notwithstanding redemptions, purchases, conversions or exchanges 
of such shares the authorized preferred share capital of CDC will remain at $1,000,000,000. 


Reference is also made to “‘Additional Preferred Shares,’”’ ““Winding-up by Parliament Only” and “Class A 


and Class B Preferred Share Restrictions”’. 


Common Shares 


The Common Shares rank junior to the outstanding Class A Preferred Shares, the Class B Preferred Shares, 


and the 1980 Preferred Shares with respect to the payment of dividends and are subject to the limitations on the 
payment of dividends on junior shares as described under “Restrictions of Dividends and Retirement of Shares.” 
The holders of Common Shares are entitled to one vote in respect of each Common Share held. 
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Details of the Offering 


The following is a summary of the material preferences, rights, restrictions, conditions and limitations at- 
taching to the 1980 Preferred Shares of CDC. 


Dividends 

The holders of 1980 Preferred Shares will be entitled to receive, as and when declared by the directors, fixed 
cumulative preferential dividends at the rate of 7.60% per share per annum ($1.52 per share), payable 
quarterly on the first day of February, May, August and November in each year. Such dividends will accrue from 
the date of issue. The first dividend will be payable on the first day of February, 1981. 


Conversion Privilege 

Each 1980 Preferred Share will be convertible at the option of the holder at any time before the close of busi- 
ness on October 15, 1990 or, in the case of shares called for redemption, before the close of business on the third 
business day preceding the date fixed for redemption, into 1.27 fully paid and non-assessable Common 
Shares of CDC, being a conversion price of $15.75 per Common Share, subject to adjustment in certain events 
as set forth below. Fractional shares will not be issued on any conversion but in lieu thereof CDC will either make 
cash payments or issue scrip certificates of limited duration. 


On conversion of any 1980 Preferred Shares the holder will not be entitled to any adjustment of dividends on 
such 1980 Preferred Shares or on the Common Shares issuable on conversion. 1980 Preferred Shares held in 
contravention of the CDC Act will not be convertible into Common Shares as long as such shares are so held. 
Reference is made to “Restrictions on Share Ownership”’. 


Adjustment of Conversion Rate 
The attributes of the 1980 Preferred Shares provide for the adjustment of the conversion rate in the following 
events: 
(a) the subdivision, consolidation or reclassification of the Common Shares; 
(b) the issue by CDC of Common Shares (or securities convertible into Common Shares) to all or substan- 
tially all the holders of Common Shares by way of dividend; 


(c) the issue by CDC of rights, options or warrants to all or substantially all of the holders of Common Shares 
entitling them within a period of 45 days to acquire from CDC Common Shares (or securities convertible 
into Common Shares) at less than 95% of the Current Market Price of the Common Shares on the date of 
issue of such rights, options or warrants; Current Market Price is defined to mean, at any date, the weighted 
average price at which the Common Shares have traded on The Toronto Stock Exchange during 20 con- 
secutive trading days commencing not more than 35 trading days before such date; 


(d) the issue by CDC to all or substantially all the holders of Common Shares of (i) shares of any other class, 
(ii) rights, options or warrants (other than as referred to in (c) above) or (ili) evidences of indebtedness; 
or 

(e) the distribution by CDC to all or substantially all the holders of Common Shares of assets other than 
cash dividends paid in the ordinary course. 


There will be no adjustment in the conversion rate under paragraph (b) in respect of the grant by CDC to 
the holders of its Common Shares of the option or right to receive dividends in Common Shares in lieu of cash 
dividends, nor will there be any adjustment in the conversion rate under paragraph (c) in respect of the grant by 
CDC to the holders of its Common Shares of the right to purchase Common Shares under dividend reinvestment 
plans or share purchase plans provided such shares are issued at prices not less than 95% of the ‘‘Average Market 
Price” as defined in such plans and referred to under ‘“‘Dividend Reinvestment and Share Purchase Plan.” In 
addition there will be no adjustment of the conversion rate in respect of any issue of rights, options or warrants 
described in (c) or (d) above if the holders of the 1980 Preferred Shares are also issued rights, options or warrants on 


the same basis as if they had converted their 1980 Preferred Shares into Common Shares before the applicable 
record date for such issue. 


CDC will be required to give at least 21 days’ notice to the holders of the 1980 Preferred Shares of the record 
date for any of the issues or distributions referred to in (b), (c), (d) or (e) above. CDC will not be required to make 


adjustments to the conversion price unless the cumulative effect of such adjustments would change the conversion 
price by at least 1%. 
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Voting Rights 
The holders of the 1980 Preferred Shares will be entitled to notice of and to attend all meetings of shareholders 


of CDC other than separate meetings of the holders of another class of shares. At such meetings such holders will be 
entitled to one vote for each 1980 Preferred Share held. 


Redemption 


The 1980 Preferred Shares will not be redeemable before October 15, 1983. From October 15, 1983 
to October 14, 1985, the 1980 Preferred Shares will not be redeemable unless on the day that notice of such 
redemption is first given the Current Market Price of the Common Shares (as defined under “Adjustment of 
Conversion Rate”) was not less than 125% of the conversion price in effect on such date. Subject to the foregoing 
and as hereinafter provided, the 1980 Preferred Shares will be redeemable at the option of CDC in whole at any time 
or in part from time to time on not more than 60 and not less than 30 days’ notice at the redemption price per 1980 
Preferred Share shown below plus in each case accrued and unpaid dividends to the date fixed for redemption. 


If redeemed in the If redeemed in the 
12 months ending October 14 12 months ending October 14 
|G ho oie a Re $21.20 LOS 8. i a EA ae et el a $20.60 
LR SPOR io Sc cece. 21.20 LOR Oeste anne a eee 20.40 
1 Toa) ee te sor 21.00 1990 yee ea Meenas 20.20 
DD oT) A is a 20.80 al hereat tere) 2 ere 20.00 


Notwithstanding the foregoing limitations, if at any time less than 1,500,000 1980 Preferred Shares remain 
outstanding, CDC may redeem all, but not part, of such shares on payment, for each such share to be redeemed, 
of $21.20 per share if such shares are redeemed prior to October 15, 1983 and thereafter on payment of the 
then applicable redemption price plus in each case accrued and unpaid dividends to the date fixed for redemption. 
In addition, CDC may at any time redeem any shares held in contravention of the CDC Act as referred to under 
“Restrictions on Share Ownership”’. 


Purchase for Cancellation. 

Except as noted under “Restrictions on Dividends and Retirement of Shares” and “Class A and Class B 
Preferred Share Restrictions’’, CDC will have the right at any time to purchase for cancellation 1980 Preferred 
Shares in the open market or by tender or by private contract at prices not exceeding $21.20 per share if purchased 
prior to October 15, 1983 or the then applicable redemption price if purchased thereafter plus in each case accrued 
and unpaid dividends and costs of purchase. 


Purchase Obligation 

Except as noted under “‘Restrictions on Dividends and Retirement of Shares” and “Class A and Class B Pre- 
ferred Share Restrictions”, CDC will during each calendar quarter commencing with the first calendar quarter 
of 1991, purchase in the open market for cancellation 1% of the total number of 1980 Preferred Shares outstanding 
at the close of business on October 15, 1990, if and to the extent that such shares are available for purchase at 
prices not exceeding $20 per share plus accrued and unpaid dividends and costs of purchase. If, notwithstanding 
the making of all reasonable efforts, CDC, is unable to fulfill such obligation in any calendar quarter, the obligation 
for that calendar quarter shall carry over only to the succeeding calendar quarters of the same calendar year and 
shall thereupon be extinguished. CDC will not be obligated to purchase any 1980 Preferred Shares pursuant to this 
provision if and so long as such purchase would be contrary to any applicable law. 


Restrictions on Dividends and Retirement of Shares 
If there are arrears in dividends on the 1980 Preferred Shares or on any shares ranking prior to or pari passu 
with the 1980 Preferred Shares, CDC will not, without the approval of the holders of the 1980 Preferred Shares: 


(a) pay any dividends on the Common Shares or any other shares of CDC ranking junior to the 1980 Pre- 
ferred Shares (other than stock dividends in any such shares of CDC); 

(b) redeem or purchase or make any capital distribution in respect of the Common Shares or any other 
shares of CDC ranking junior to the 1980 Preferred Shares; 

(c) redeem or purchase less than all the 1980 Preferred Shares then outstanding; or 

(d) redeem or purchase any other shares of CDC ranking on a parity with the 1980 Preferred Shares. 
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The foregoing restrictions shall not operate to prevent CDC from redeeming any Class B Preferred Shares 
when required to do so by the holders of such shares or from purchasing Class B Preferred Shares under the pur- 
chase fund applicable to such shares, or from redeeming any shares of CDC held in contravention of the CDC Act, 
as referred to under “Restrictions on Share Ownership”’. 


Additional Preferred Shares 

CDC will not, without the approval of the holders of the 1980 Preferred Shares, issue any shares of CDC 
ranking in priority to or on a parity with the 1980 Preferred Shares unless all accrued and unpaid dividends on the 
1980 Preferred Shares and on all shares ranking prior to or on a parity with the 1980 Preferred Shares have been 
declared and paid or set apart for payment. 


Subject as aforesaid, CDC may at any time, without the approval of the holders of the 1980 Preferred Shares 
as a class, create or issue additional preferred shares or additional classes of preferred shares, without limitation 
as to aggregate par value, ranking prior to or pari passu with the 1980 Preferred Shares as to entitlement to divi- 
dends and return of capital on the liquidation, dissolution or winding-up of CDC and in such other respects, 
including limitations on the payment of dividends on, or redemptions or purchases of, 1980 Preferred Shares, as 
the directors of CDC may determine. In particular, the authorized preferred share capital of CDC may be increased 
from $1,000,000,000 and such capital as so increased may be issued by CDC and may rank in priority to the 1980 
Preferred Shares without the approval of the holders of the 1980 Preferred Shares as aclass. In addition, preferred 
shares redeemed or purchased by CDC or converted or exchanged by the holders thereof may be reissued or may be 
restored to the undivided authorized preferred share capital of CDC without such approval. 


However, the CDC Act provides, in effect, that the holders of the 1980 Preferred Shares are entitled to vote 
with the holders of Common Shares and other voting shares of CDC for the approval of by-laws creating and 
designating a class of preferred shares out of the authorized preferred share capital of CDC and by-laws 
authorizing applications for letters patent to increase or otherwise alter the capital of CDC. Any such letters 
patent do not become effective until affirmed by both Houses of Parliament. 


Amendments 

The provisions attaching to the 1980 Preferred Shares may not be deleted or varied without the approval of the 
holders of the 1980 Preferred Shares. Such approval may be given by a resolution carried by the affirmative vote 
of the holders of not less than two-thirds of the 1980 Preferred Shares represented and voted at a meeting of such 
holders called for the purpose at which the holders of at least a majority thereof are present or represented by 
proxy, or at any adjourned meeting where the adjournment was made by reason of such quorum not being present or 
represented. At such adjourned meeting, those holders of 1980 Preferred Shares who are present in person or 
represented by proxy shall form a quorum. . 


Class A and Class B Preferred Share Restrictions 

Under the attributes attaching to the Class A Preferred Shares, no dividends may be paid on either the Class B 
Preferred Shares or the 1980 Preferred Shares nor may any such shares be called for redemption at the option of 
CDC or purchased for cancellation by CDC if dividends on the Class A Preferred Shares are in arrears. For 
further particulars of the Class A Preferred Shares, reference is made to ‘“‘Capital Stock’’. 


Under the attributes of the Class B Preferred Shares, CDC shall not redeem or purchase for cancellation any 
1980 Preferred Shares if dividends on the Class B Preferred Shares are in arrears. The Class B Preferred 
Shares and the 1980 Preferred Shares will rank pari passu in respect of dividends and return of capital on the 
liquidation, dissolution or winding-up of CDC. Accordingly, if any amounts to be paid for such purposes are 
not paid in full, payments shall be made to the holders of the Class B Preferred Shares and the 1980 Preferred 
Shares rateably in accordance with the sums which would be payable if all such amounts were paid in full. 


If CDC should issue any Senior Preferred Shares, as referred to under “Capital Stock’’, the attributes attaching 


to such shares may restrict the payment of dividends on, or the redemption or purchase of, the 1980 Preferred 
Shares. 


Notwithstanding the foregoing restrictions, CDC may at any time redeem any shares held in contravention of 
the CDC Act, as referred to under “‘Restrictions on Share Ownership”. 
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Winding-Up by Parliament Only 

The CDC Act stipulates that no law relating to the solvency or winding-up of a corporation applies to CDC and 
in no case shall the affairs of CDC be wound up unless Parliament so provides. Subject to any law that the Parlia- 
ment of Canada may enact to provide for the winding-up of CDC (which law may adapt, modify or cancel the 
provisions attaching to all classes of preferred shares relating to rights on winding-up), on any distribution of assets 
on the winding-up of CDC, the holders of the Class A Preferred Shares and of all other preferred shares ranking 
in priority to the 1980 Preferred Shares will first be entitled to receive the par value of such shares plus all accrued 
and unpaid dividends and thereafter the holders of the 1980 Preferred Shares and all preferred shares ranking 
equally with the 1980 Preferred Shares will be entitled to receive the par value of such shares plus all accrued and 
unpaid dividends before any amount is paid to the holders of Common Shares or any other shares ranking junior 
to the 1980 Preferred Shares. The holders of the 1980 Preferred Shares will not be entitled, as such, to share in 
any further distribution of the property or assets of CDC. 


Instalment Purchase Plan 

Subscription 

1980 Preferred Shares may be subscribed for under the Instalment Purchase Plan (‘‘the Plan’’) involving total 
subscriptions for 25, 50, 100 or 200 1980 Preferred Shares. A subscriber under the Plan will complete an 
application form at the time of subscription which must be deposited with CDC by October 2, 1980 accompanied 
by the initial payment as well as five post-dated cheques for the remaining instalments. The initial payment will 
be an amount equal to 20% of the subscription price, with the balance payable in five subsequent equal monthly 
instalments payable on the first day of each month commencing November 1, 1980. 


The following table sets forth the payments to be made by subscribers under the Plan: 


Amount of each 


Amount of initial of 5 monthly Total 
payment for payments for payments 
purchase of the purchase made under 

shares of shares the Plan 

PAS) MEL WA ei bs i i a $100 $ 80 $ 500 
Sostare Elan... 0. / Pep igaetplen cole Mae 200 160 1,000 
LOOtSharerelatiecs comet hee ee ACO EL 320 2,000 
ZUOMS Hale ElAlinn ques sok ss 800 640 4,000 


Limitation 
No more than one subscription under the Plan is available to any subscriber and such subscription is not 


transferable. 


Administration 
The Plan will be administered by CDC. All cheques should be made payable to Canada Development Corpora- 


tion. CDC will issue fully paid and non-assessable 1980 Preferred Shares on a monthly basis as instalments are paid 
and will register in the name of the subscriber the number of 1980 Preferred Shares purchased by such subscriber’s 


instalment. 


Dividend Entitlement 
Each subscriber to the Plan will be entitled to receive dividends on the number of 1980 Preferred Shares regis- 


tered in the subscriber’s name on the record date for such dividends, Dividends on such shares will accrue from 
their respective dates of issue. 


Prepayment or Cancellation . . 
Remaining instalments payable under the Plan may be prepaid at any time to permit the subscriber to complete 


his subscription to the Plan and receive his 1980 Preferred Shares before the normal completion date. If the sub- 
scriber wishes to cancel his subscription to the Plan prior to completion thereof, he may do so on 15 days’ written 
notice to CDC and, after the effective date of such cancellation, his remaining instalment cheques will be returned 
to him. Where CDC is unable to effect timely collection of an instalment payment under the Plan, it will forthwith 
notify the subscriber that, if such payment is not received within 15 days from the date of the mailing of the notice, 
his subscription to the Plan will be cancelled. If payment is received within the 15 day notice period, it will be applied 
to the subscription price of 1980 Preferred Shares on the first day of the month following receipt. Furthermore, 
after notice is given, no future instalment will be applied to the subscription price of 1980 Preferred Shares until 
the first day of the month following the date on which arrears under the Plan have been paid. 
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Delivery of Certificates ; 

On normal completion, pre-payment or cancellation of subscriptions to the Plan, CDC will cause the transfer 
agent for the 1980 Preferred Shares to forward to the subscriber as soon as practicable after the record date estab- 
lished for the next succeeding quarterly dividend on the 1980 Preferred Shares, a certificate representing the number 
of 1980 Preferred Shares purchased under the Plan. 


Plan of Distribution 


Pursuant to an underwriting and agency agreement dated September 17, 1980 between CDC and Wood Gundy 
Limited, Burns Fry Limited, McLeod Young Weir Limited, Pitfield Mackay Ross Limited, Richardson Securities 
of Canada, Lévesque, Beaubien Inc. and Pemberton Securities Limited (the ““Underwriters’’): (1) CDC has agreed 
to appoint the Underwriters as its agents to obtain subscriptions for the 1980 Preferred Shares under the 
Instalment Purchase Plan; (ii) CDC has agreed to sell and the Underwriters have agreed to purchase on October 
15, 1980 (or such later date, no later than October 29, 1980 as may be agreed upon) 15,000,000 1980 Preferred 
Shares, less those then subscribed for pursuant to the Instalment Purchase Plan, at a price of $20 per share 
payable in cash to CDC against delivery of certificates for such shares; and (iii) CDC has agreed to pay to 
the Underwriters a commission of $0.72 in respect of each 1980 Preferred Share. In case of shares purchased 
by the Underwriters such commission is to be paid in full at the time of purchase and, in the case of shares 
purchased by subscribers under the Instalment Purchase Plan, such commission is to be paid to the extent 
of 20% at the time the Underwriters purchase the underwritten shares with the remainder to be paid in monthly 
instalments as the subscription price is paid. Pursuant to the terms of such agreement the Underwriters will have 
no right or obligation to purchase any shares which are not purchased pursuant to the Instalment Purchase Plan 
as a result of cancellation of subscriptions under the Plan. 


The obligations of the Underwriters under the underwriting and agency agreement are several and may be 
terminated at their discretion on the basis of their assessment of the state of financial markets and may also be 
terminated on the occurrence of certain stated events or the non-fulfillment of certain stated obligations. The 
Underwriters are obligated to take up and pay for all of the underwritten shares if any such shares are purchased 
under the underwriting and agency agreement. The issue of 1980 Preferred Shares pursuant to the Instalment 
Purchase Plan will be conditional upon the purchase by the Underwriters of the underwritten shares. If the 
Underwriters do not purchase the underwritten shares, CDC will forthwith refund in full all payments made by 
subscribers under the Plan. 


In connection with this offering, the Underwriters may overallot or effect transactions which stabilize or 
maintain the market price of the 1980 Preferred Shares and Common Shares at levels above those which might 
otherwise prevail in the open market. Such transactions, if commenced, may be discontinued at any time. 


Eligibility for Investment 


In the opinion of Borden & Elliot, Toronto and Tory, Tory, DesLauriers & Binnington, Toronto the 1980 
Preferred Shares will be eligible investments, without resort to the so-called “‘basket’’ provisions but subject to 
general investment provisions, for: 

(i) insurance companies regulated under the Canadian and British Insurance Companies Act (Canada), the 
Foreign Insurance Companies Act (Canada) and under legislation governing insurance companies 
of British Columbia, Alberta, Saskatchewan, Manitoba, Ontario, Québec and New Brunswick; 

(ii) loan companies and trust companies regulated under the Loan Companies Act (Canada), the Trust 
Companies Act (Canada) and under legislation governing loan companies of Saskatchewan, Manitoba, 
Ontario, Québec and Nova Scotia and under legislation governing trust companies of Alberta, 
Saskatchewan, Manitoba, Ontario and Nova Scotia; and 

(iii) pension funds regulated under the Pension Benefits Standards Act (Canada) and under legislation 
governing pension funds of Alberta, Saskatchewan, Manitoba, Ontario, Québec and Nova Scotia. 


In the opinion of such counsel the 1980 Preferred Shares will also be eligible investments for registered retire- 
ment savings plans and for registered home ownership savings plans under the Income Tax Act (Canada). 


Restrictions on Share Ownership 


The CDC Act states, in effect, that the only persons eligible to purchase, own or hold voting shares of CDC are 
individuals who are Canadian citizens or individuals, corporations, trusts or governments that are residents of 
Canada. The Act provides that, with the exception of the Government, no person together with his associates or 
those deemed by the Act to be his associates may own more than 3% of the outstanding voting shares of CDC. 
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In the CDC Act, 

G< . 99 . . . . . . ; 
resident” means an individual, corporation, trust or government that is not a non-resident; 

“corporation” includes an association, partnership or other organization; and 

““non-resident’’ means 


(i) an individual who is not ordinarily resident in Canada; 

(ii) a corporation incorporated, formed or otherwise organized, elsewhere than in Canada; 

(iii) the government of a foreign state or any political subdivision thereof, or an agent of either; 

(iv) a corporation that is controlled directly or indirectly by non-residents as defined in this paragraph; 
(v) a trust 


(a) established by a non-resident as defined in any of subparagraphs (ii) to (iv) other than a trust 
for the administration of a pension fund for the benefit of individuals a majority of whom are 
residents, or 


(b) in which non-residents as defined in any of subparagraphs (i) to (iv) have more than fifty percent 
of the beneficial interest; 
(vi) a corporation, of which the majority of the directors, or persons occupying the position of directors 
by whatever name called, are non-residents as defined in subparagraph (i); or 
(vii) a corporation that is controlled directly or indirectly by a trust defined in this paragraph as a non- 
resident. 


In accordance with the power given under the Act, the board of directors has determined that an individual is 
“ordinarily resident in Canada’’ when such person maintains a permanent residence in Canada and sojourns in 
Canada at least 183 days in each year. 


To ensure compliance with these restrictions, CDC may require each subscriber for and any subsequent pur- 
chaser of 1980 Preferred Shares to sign a declaration confirming that such subscriber or purchaser, as the case may 
be, meets the requirements of the Act. A subscriber or any subsequent purchaser of 1980 Preferred Shares whose 
address to be recorded in the register of shareholders is a place outside Canada will be required to sign such a 
declaration prior to registration of any such shares. 


The Act provides that: 

(i) where a shareholder fails or neglects to submit a declaration when requested by CDC, the shares of CDC 
held by such shareholder shall be deemed to be held in contravention of the charter of CDC; 

(ii) voting shares held by individuals who are neither Canadian citizens nor residents of Canada and shares 
held by corporations (as defined) and governments that are not Canadian residents are held in contra- 
vention of the charter of CDC; 

(iii) certificates representing shares purchased or acquired by any person must be presented to CDC for trans- 
fer into the name of the beneficial owner or his designated nominee, trustee, executor or other personal 
representative within 60 days after the purchase or acquisition and shares not so presented are deemed to 
be held in contravention of the charter; and 

(iv) the voting rights pertaining to any voting shares held in contravention of the charter shall not be exercised. 


Pursuant to the Act, CDC may require a person who holds voting shares in contravention of the charter to 
dispose of such shares to a person who may hold voting shares of CDC within a specified period of not less than 
60 days. Upon such a disposal, the voting rights may then be exercised in accordance with the provisions of the Act. 
Failing compliance with such requirement, the voting shares may be redeemed for cancellation by CDC at its sole 
option. For such purposes the redemption price in the case of a preferred share is the par value thereof and in the 
case of a common share is the lesser of the issue price on the initial issue (as defined in the Act) of common shares 


and the market price prevailing at the time of redemption. 


Earnings Coverage 
The maximum aggregate annual dividend requirements on the preferred shares of CDC outstanding at June 30, 
1980 and on the 1980 Preferred Shares will amount to approximately $39,924,000 per annum. The consolidated 
net income of CDC for the twelve months ended June 30, 1980 was $151,503,000 which is approximately 3.79 


times such maximum annual dividend requirements. 
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After giving effect to this issue, the maximum annual interest requirements of the long-term debt of CDC and 
its subsidiaries outstanding at June 30, 1980 together with the maximum annual dividend requirements on the 
preferred shares of CDC and its subsidiaries outstanding at June 30, 1980 (grossed up to a pre-tax equivalent 
basis using the consolidated income tax rate of CDC) will amount to $158,392,000. In the case of floating rates the 
rates prevailing on June 30, 1980 have been used. Consolidated earnings of CDC for the twelve months 
ending June 30, 1980 before deduction of interest on long-term debt, income taxes and dividends on preferred 
shares held by minority shareholders and without imputing any return from the proceeds of this issue was 
$322,752,000, which is approximately 2.04 times such maximum aggregate interest and dividend requirements. If 
the same calculation were made but the dividend requirements on the preferred shares of CDC and its subsidiaries 
were grossed up to a pre-tax equivalent basis using the actual 1979 income tax rates of each issuing company, the 
coverage would be approximately 2.25 times. 


Payment of dividends by certain subsidiaries and affiliates is subject to restrictions imposed by the relevant 
share provisions or the terms of the instruments creating and governing debt of such subsidiaries and affiliates. 


Asset Coverage 


Based on the consolidated balance sheet at June 30, 1980, the adjusted consolidated net tangible assets of CDC, 
after giving effect to the issue of the 1980 Preferred Shares are as follows: 


(thousands) 
Current Assets s\n a. . os eterna sh We GRR een oe nee pea hee ee $1,053,854 
Conge-term Investments... <- tos... 4 cea ee eee eee ee ee 572,049 
Fixed: assets, (Met) «5 :sverlecsrs ap@x-ajs-~togex cach ese, cee eet a ee ee 172,291 
Other assets after deduction of intangible assets of $80,806............... 65,073 $2,863,267 
Less: Current liabilities including current portion of long-term debt......... 628,442 
Long-term debts) 2) SSO S008 Ses eee eee 565,925 
Interests oPmimonity shareholdcrsscmscem ao te ee eee 700,997 1,895,364 
967,903 
Estimated net proceeds: OF (iis ISSUGs mae soe enete, eruienarer eet tera ere 288,350 
Adjusted consolidated net tangible assets before deduction of deferred income 
(aXeGee ae PE PES Ne PUD Ci oe On Se ee <9 AE ec san 5) Re de 15256,253" 
Less: Deférred income taxestieck ois Jace: tek, OL Le bee ice 135,439 
Adjusted consolidated net tangible assets after deduction of deferred income 
TAXES oe sonst es 8 ial te eG ace Rg oe Oe OR RCT TT eee $1,120,814 


The adjusted net tangible assets after deduction of deferred income taxes are approximately 2.07 times 
the aggregate par value of all preferred shares of CDC to be outstanding after giving effect to this issue. Prior 
to deduction of deferred income taxes the corresponding figure is 2.32 times. 


The adjusted net tangible assets after deduction of deferred income taxes (before deduction of long-term debt of 
CDC and its subsidiaries and minority interest in preferred shares) amounting to $2,406,067,000 are approximately 
1.32 times the aggregate of the principal amount of such long-term debt, minority interests in preferred shares and 
preferred shares of CDC to be outstanding after giving effect to this issue. 


Management 


CDC is managed by a board of directors representing a diversity of Canadian business, public and labour 
experience. The Act specifies that while the total number of voting shares of CDC held by the Government exceeds 
50% of the outstanding voting shares, the Deputy Minister of Finance and the Deputy Minister of Industry, 
Trade and Commerce are non-voting ex-officio members of the board of directors. The Act also provides that 


the Government has the option to appoint annually not more than four directors instead of voting its shares to 
elect members of the board of directors. 
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ph CDC does not require Government approval in the conduct of its affairs and the Government has publicly 
indicated that it will not interfere with the directors in the exercise of their business judgement. 


Directors and Officers 
The names, municipalities of residence, office held with CDC and principal occupation of the directors and 
officers of CDC are as follows: 


Directors 
Name and municipality of residence Principal occupation 
PrnibipPer DE CWASPE BEAUBIEN 5% Gali" icsk se, cals ec ste es Chairman of the Board, 
Westmount, Québec Télémédia Communications Ltée. 
(broadcasting holding company) 
EAURENT, OBERT BEAUDOIN... « ances. iy deraem tate Ls « Chairman and Chief Executive Officer, 
Montréal, Québec Bombardier Inc. 
(manufacturer of industrial, recreation and 
transportation products) 
EXERRES COTA BOR Ost. heun. ch Ta 23, VEE: Chairman, 
Québec City, Québec Celanese Canada Inc. 
(manufacturer and marketing of chemicals) 
AMEE SY WLLSTS O28 1 Cpa a Chairman of the Board, 
Vancouver, British Columbia Canada Development Corporation 
JOHIMIPATRIGKP GALLAGHER 9), nyy 50) FisialvAis hGe. Sheds ss Chairman and Chief Executive Officer, 
Calgary, Alberta Dome Petroleum Limited 
(exploration, production and transportation of 
petroleum and natural gas) 
TEAROED ANTHONY. ELIAMPSON,. biel aekpolexcupergshzeted & bos President and Chief Executive Officer, 
Toronto, Ontario Canada Development Corporation 
Gok DON EREDERICK. ELUGHES 9, ohn. Soles ee we Bee mt oe President and General Manager, 
Windsor, Nova Scotia Ocean Company Limited 
(financial holding company) 
ROBERT OIOHNSTONE (eX OfICIO). sco a ces cee ee ce eee ee Deputy Minister, 


Department of Industry Trade & Commerce 


Ottawa, Ontario 
(Government of Canada) 


POGUGUASONEVILEE, IWENIDALL coc 5a) u cue aueid an ge dass one 0 Chairman, 
Caledon, Ontario Enterprise Development Board 


(Federal Government assistance programme for 
Canadian manufacturers) 


RIURRAY DERNARDAISOPPLER oc cisccuae (sss e6 esse ch ae Chairman of the Board, 
Willowdale, Ontario Kofiler Stores Limited 


(retail drug stores and cleaners) 


NMARY SCHAEFER LAMONTAGNE. i 4.00)06.0 5 egos arden aes Corporate Director 
Québec City, Québec 
Vice Chairman and Chief Executive Officer, 


Maislin Industries Limited 
(highway transportation and warehousing) 


SDN VLAISIN 5. tts sche titivinn pe Wayhr easels oe duaialtesior Ah pena fei oe 
Town of Mount Royal, Québec 


President, 
Western Construction & Engineering Research Limited 


(industrial development) 
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PIRI PUPACEREN VIAR TING ots. fee cS ee cle cu ne toes mele wins 
Vancouver, British Columbia 


Name and municipality of residence 


WILLIAM COOPER YOUNG MCGREGOR 
Beaconsfield, Québec 


MAURICE JOHN MORBA Win yaaa nee nen 


Ottawa, Ontario 


FREDERICK WILLIAM SELLERS................ 


Winnipeg, Manitoba 


IAN AFFLECK STEWART (ex Officio)........... 


Ottawa, Ontario 


JACK NELLISSLUR VEY co eee eee 


Vancouver, British Columbia 


CATHERINE: WALTACES  |5.2 5 ane sta ene 


Fredericton, New Brunswick 


ALLAN EREDERICK® WAITER Shue heer 


Toronto, Ontario 


Officers 


Name and municipality of residence 


ALFRED JOHN: EUEISS. .0) ee ne eee 


Vancouver, British Columbia 


PIERRE-COTE. 3-2 3... ee ee eee eee 


Québec City, Québec 


HAROLD ANTHONY HAMPSON................ 


Toronto, Ontario 


JOSEPH YVON SERGE GOUIN.............+--- 


Toronto, Ontario 


JOENPBRVANE EUVAG Ue i ene nee nen nema 


Toronto, Ontario 


CLAUDE RAYMOND MARCHAND 
Mississauga, Ontario 


JERRY WILLIAM BLILEY 
Toronto, Ontario 


JAMES DONALD ELLIS 
Toronto, Ontario 


NIGEL GEORGE DAVIDSON GRAY 
Oakville, Ontario 


BRIAN MAXWELL KING 
Toronto, Ontario 


GERALD THOMAS MCGOEY 
Toronto, Ontario 


JAMES MEREDITH O’ REILLY 
Toronto, Ontario 


PRC sO at eC OOM Leh iin Demian Pret 


fal \aliie! fel sa) mI Me) ce) ie) ul @: 0) eine (oy onreurs! 


ai ie) (eylale: ie) ") (elu aT vevdeiiie eviren (a Ge]ce 


Principal occupation 


eee te National President, 


Brotherhood of Railway, Airline and Steamship Clerks 
(trade union) 


snitch cdc eee Executive Vice President & Chief Operating Officer, 


Eldorado Nuclear Limited 
(mining and refining) 


fs eee Chairman, 


Spiroll Corporation Limited 
(concrete machinery manufacturing) 


A ees 8 Deputy Minister, 


Department of Finance 
(Government of Canada) 


RT eee Chairman, 


Interprovincial Steel and Pipe Corporation Limited 
(producer of steel products) 


SAE E Fs Chairman, 


Maritime Provinces Higher Education Commission 
(organization co-ordinating post secondary education) 


ee See ee President, 


CHUM Limited 
(radio and television broadcasting and related business) 


Office 


Sc aic s e eee Chairman of the Board 

pelt oa Vice Chairman of the Board 

EWAN 2208 President and Chief Executive Officer _ 
oe ee Executive Vice-President 

ge Ree Executive Vice President 

EMSS. ed Senior Vice President and Secretary 
“gle eoei tac Vice President 

eo 3 ae Vice President 

Ae SS ee Vice President and General Counsel 
ks 4 ee Vice President 

ect, ate Vice President and Controller 


Sande ihed ate Vice President and Treasurer 


Name and municipality of residence Office 


SIMONE BERNADETTE COMEAU .........0.0cceeccceeeece Assistant Secretary 
Toronto, Ontario 


EAC GIP MOUR NMIORISON. .. sc) sec eveleeet ce lce nen Assistant Secretary 
Vancouver, British Columbia 


FEMRER ARP yn asa UO Tels Maiti lem oeseevcikts bine oe bsvad elase axle ee Assistant Controller 
Toronto, Ontario 


Gunes hihs NORMAN GW. OOD sac. cies ius olsen os cmmsconeecan : Assistant Treasurer 
Toronto, Ontario 


All of the directors have been engaged for more than five years in their present principal occupations or in 
other capacities with the companies, organizations or predecessors thereof with which they currently hold positions 
except P. Coté who prior to May 1979 was Chairman of Laiterie Laval Limitée and R. Johnstone who prior to 
October 1975 was Advisor to Governor, Bank of Canada. 


All of the officers of CDC have been actively engaged for more than five years in the affairs of CDC or its 
subsidiaries in executive capacities with the exception of P. Cété who prior to May 1979 was a director only; 
J. Y.S. Gouin who prior to September 1976 was General Manager of National Cablevision Ltd.; J. B. Hague who 
from October 1975 to April 1976 was Director General, Prices & Profits Branch, Anti-Inflation Board, Govern- 
ment of Canada; J. W. Bliley who prior to October 1978 was a management consultant with Currie, Coopers & 
Lybrand; N. G. D. Gray who from September 1975 to January 1978 was Associate General Counsel of Brinco 
Limited; B. M. King who prior to September 1978 was President of Fisons Corporation, Fisons Incorporated 
and Fisons Corporation Limited; G. T. McGoey who prior to July 1979 was a partner of Thorne Riddell; 
R. Stille who prior to June 1977 was a financial analyst with Pepsi Cola Canada Ltd. and prior to December 1976 
was an investment analyst with Pitfield Mackay Ross Limited; and G. N. Wood who prior to April 1978 was 
Assistant Comptroller and Assistant Treasurer of McIntyre Mines Ltd. and prior to March 1977 was Assistant 
Treasurer of Rio Tinto-Zinc Corporation and prior to April 1976 was Assistant Treasurer of Rio Algom Ltd. 


The following are officers who held different offices or positions with CDC or its subsidiaries since 1975 other 
than they hold today and the offices or positions include: J. Y. S. Gouin, Vice President; J. B. Hague, Financial 
Analyst; C. R. Marchand, Secretary and General Counsel; J. D. Ellis, Accountant; N. G. D. Gray, General 
Counsel; B. M. King, Executive Vice President of CDC Life Sciences Inc.; J. M. O’Reilly, Controller; S. B. 
Comeau, Executive Secretary; N. G. Morison, Executive Secretary and R. Stille, Accountant. 


Remuneration of Directors and Senior Officers 
The following table sets forth the remuneration paid by CDC and its subsidiaries for the benefit of its 


directors and senior officers for the year ended December 31, 1979: 
Nature of remuneration 


. Aggregate Estimated Other 
remuneration pension benefits benefits 
Directors (total number: 20) 
From CDC and wholly-owned subsidiaries................ $157,342 — zen 
From AES Data Ltd; a partly-owned subsidiary............ 1,200 — a 
RACE SC TOL MICCES ete te ee cr aie de eed as Ne ern 542,945 $ 40,360 = 
Officers receiving in excess of $50,000 
(eight, including the five senior officers above) ........... 722,709 50,161 a 


Ownership of Securities an der 
As at July 31, 1980 the directors and officers of CDC, as a group, owned beneficially, directly or indirectly, 


less than 1% of the Class B Preferred Shares and less than 1% of the Common Shares. 


On February 26, 1980 CDC sold convertible subordinated debentures having an aggregate value of $2,470,000 
to eleven senior officers and one employee. These debentures mature on February 26, 1990 and pay interest at a 
variable rate equal to the prime rate of a Canadian chartered bank. On or after December 31, of each of the years 
from 1980 to 1984, an aggregate principal amount of $494,000 of the debentures may be converted, at the option 
of the holders, into fully paid Common Shares. The conversion price is $14 per Common Share, which was the 
closing price on The Toronto Stock Exchange on February 25, 1980. CDC has reserved 176,428 Common Shares 


for issue upon conversion of the debentures. 
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Price Range of Common Shares 


The Common Shares of CDC were listed on all Canadian stock exchanges in the fourth quarter of 1979. 
The following table sets forth the reported high and low sale prices and trading volumes of the Common Shares 
on The Toronto Stock Exchange for the periods indicated: 


High Low Volume 

1979 

Fourth quarter...4,. shoe ee eee ee $1034 $ 7% 1,509,828 
1980 

JanWaryertonns sa ot ae eto eee 13 9% 417,501 
Pebruary aussie cawiee Shoe eee een eee 15% 11 346,408 
March ere: See i ee Sa eee 14% 11 169,937 
Aprils 55. 252 A ee ee eee 12% 12 93,918 
Maylene’ a SNe SR See eee 1234 11y% 70,284 
JUS 2 oe les ea ave hee eee eae ae 134% 1244 65,553 
Sulyéiatisoug  huaenodet neta eee ae 133% 134% 106,033 
AUCUSE dR ech At ac ee 15 12% 329,130 


The reported closing sale price for the Common Shares of CDC on The Toronto Stock Exchange on 
September 15, 1980 was $134. 


Dividends 
Dividend Record 
CDC has paid quarterly dividends at the rate of 534% per annum on its outstanding Class A Preferred Shares 
on each of the quarterly dividend payment dates since the issue of such shares in March 1974 and at the rate of 
8% per annum on its outstanding Class B Preferred Shares on each of the quarterly dividend payment dates since 
their issue in October 1975. The combined aggregate of such dividends was $17,332,000 in 1978 and 1979 and 
was $8,594,000 for the first six months of 1980. 


CDC has not paid dividends on its Common Shares and future dividend policy will be determined by the 
board of directors taking into account such factors as the earnings and cash requirements of CDC. 


Dividend Reinvestment and Share Purchase Plan 

CDC presently offers to the holders of its Class B Preferred Shares and its Common Shares a Dividend Rein- 
vestment and Share Purchase Plan entitling such holders to purchase additional Common Shares. Under this 
plan holders of Class B Preferred Shares may apply the dividends received on such shares to the purchase of 
Common Shares at a price based on 95% of the Average Market Price. Under the plan “‘Average Market Price” 
means the average of the daily closing prices per Common Share on The Toronto Stock Exchange for the 5 trading 
days on which purchases and sales of at least 200 Common Shares took place preceding the date of purchase. 
In addition, holders of Class B Preferred Shares and Common Shares may purchase Common Shares by making 
optional cash contributions of up to $3,000 per calendar quarter for the purchase of Common Shares at the Average 
Market Price. The Common Shares acquired pursuant to the plan are issued by CDC from its authorized but 
unissued capital and there are no brokerage fees or service charges payable in respect thereof. 


CDC will extend to the holders of the 1980 Preferred Shares the right to participate in this Dividend 
Reinvestment and Share Purchase Plan. 


The following table sets forth details concerning the 29,224 Common Shares issued by CDC pursuant to the 
Dividend Reinvestment and Share Purchase Plan for the period from March 1, 1980, the date of first sale under the 
plan, to July 31, 1980: 


Number of 

Date of issue Price per share shares 
March Cash Contributions... sss. oe $15.025 287 
April Cash contributions... 740s sus 11.875 8,017 
Dividend reinvestment......... 11.281 6,124 

May Cash contmbvutionsa. wus eee 17 We 2,684 
June CaishiContribibois tes. seas 12.475 phe A Ww 
July Cash contributions... aos oe 12.95 3,324 
Dividend reinvestment......... 12.30 6,576 


Legal Matters 


Legal matters in connection with this offering have been approved on behalf of CDC by Borden & Elliot, 
Toronto, and on behalf of the Underwriters by Tory, Tory, DesLauriers & Binnington, Toronto. Partners of 
Borden & Elliot as a group own beneficially, directly or indirectly, 56 Common Shares and 40 Class B Preferred 
Shares of CDC and partners of Tory, Tory, DesLauriers & Binnington own beneficially, directly or indirectly, 
300 Common Shares and 300 Class B Preferred Shares of CDC. 


Auditors, Transfer Agents and Registrars 


The auditors of CDC are Thorne Riddell, Chartered Accountants, Vancouver, British Columbia and Toronto, 
Ontario. 


Registers of transfers for the Class A Preferred Shares are kept by CDC at its offices in Vancouver and Toronto. 
The registrar and transfer agent for the Class B Preferred Shares, the 1980 Preferred Shares and the Common 
Shares of CDC is National Trust Company, Limited and registers of transfers for the Class B Preferred Shares, 
the 1980 Preferred Shares and for the Common Shares will be kept by National Trust Company, Limited at its 
principal offices in Vancouver, Calgary, Winnipeg, Toronto and Montreal and by its duly appointed agent, The 
Royal Trust Company, at its principal offices in Regina, Saint John, Charlottetown, Halifax and St. John’s. 
In addition CDC maintains separate registers for the holders of the Class B Preferred Shares and the holders of 
the Common Shares and will maintain a register for the holders of the 1980 Preferred Shares. The only register for 
the 1980 Preferred Shares purchased pursuant to the Instalment Purchase Plan will be kept by CDC at its office 
in Vancouver. 


Material Contracts 


CDC in the ordinary course of its business has since incorporation entered into contracts relating to its invest- 
ments and acquisitions in the areas referred to under the heading “‘Description of Investments”. Particulars of 
contracts, including contracts entered into in the ordinary course of business of CDC and its subsidiaries within the 
past two years which could reasonably be regarded as presently material to the purchasers of the 1980 Preferred 
Shares are as follows: 


(i) The underwriting and agency agreement referred to under ‘‘Plan of Distribution”. 


(ii) CDC Oil & Gas has obtained a commitment from a Canadian chartered bank under which the bank 
has provided a floating rate multi-currency revolving line of credit aggregating $315,000,000. The loan 
agreement to be entered into in connection with this line of credit will provide that the bank shall have a 
floating charge debenture to secure repayment of amounts due thereunder and CDC Oil & Gas will 
covenant in the loan agreement not to mortgage, pledge or otherwise encumber its properties. As at June 
30, 1980 CDC Oil & Gas had drawn down $64.1 million under this line of credit. 


A copy of the contract referred to in (i) above may be inspected at CDC’s head office during the period of distribu- 
tion to the public of the shares offered hereby and for a period of 30 days thereafter. A copy of such contract may 
also be examined at the office of the Ontario Securities Commission, 10 Wellesley Street East, Toronto, Ontario. 
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Auditors’ Report 


To the Directors of 
CANADA DEVELOPMENT CORPORATION 


We have examined the consolidated balance sheets of Canada Development Corporation as at December 31, 
1979 and 1978 and the consolidated statements of income, retained earnings and changes in financial position for 
the five years ended December 31, 1979. Our examination was made in accordance with generally accepted audit- 
ing standards, and accordingly included such tests and other procedures as we considered necessary in the cir- 
cumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Corporation 
as at December 31, 1979 and 1978 and the results of its operations and the changes in its financial position for the 
five years ended December 31, 1979 in accordance with generally accepted accounting principles applied, after 
giving retroactive effect to the change, with which we concur, in accounting practice as described in note 11, on a 
consistent basis. 


Vancouver, Canada THORNE RIDDELL 
March 14, 1980 Chartered Accountants 
(September 17, 1980 as to notes 11 and 12) 
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Canada Development Corporation 


Summary of Significant Accounting Policies 
Principles of Consolidation 


The consolidated financial statements incorporate the financial position, operating results and changes in 
financial position of the Corporation and its subsidiary companies, which are listed in note 13. 


Foreign Exchange 


Non-Canadian current assets and liabilities are translated at rates of exchange in effect at balance sheet dates, 
all other assets and non-current liabilities at the rates prevailing when the assets were acquired or the liabilities 
incurred and income and expenses, except depreciation, depletion and amortization, at rates in effect during the 
year. Gains or losses resulting from such translation practices are reflected in the consolidated statement of income. 
Short-Term Investments 

Short-term investments are valued at cost which approximates market value. 


Inventories 
Inventories are valued at the lower of cost and realizable value. 


Long-Term Investments 


The Corporation accounts for investments in companies over which it has significant influence on an equity basis. 
Other long-term investments are accounted for by the cost method. 


Petroleum and Natural Gas Properties 

The Corporation follows the full cost method of accounting for oil and gas operations, whereby all costs of 
acquiring properties, exploring for and developing oil and gas and related reserves are capitalized in various cost 
centres. Such costs include land acquisition costs, costs of drilling both productive and non-productive wells and 
overhead expenses related to exploration activities. 


Depreciation, Depletion and Amortization 

Depreciation of plant and equipment other than that relating to petroleum and natural gas properties is 
based on the estimated useful life of the assets from commencement of production and is calculated on the straight- 
line or diminishing balance method as considered most appropriate. 

Depreciation, depletion and amortization of cost centres with producing properties is provided by the unit of 
production method based on the estimated proven recoverable reserves of each cost centre as determined by com- 
pany engineers. Costs in other cost centres of non-producing properties are being amortized on a straight-line 
basis over the anticipated period of exploration for each cost centre. If exploration proves to be successful, amorti- 
zation is suspended and the unamortized balance is depleted on the unit-of-production basis. 


Pre-Production Expenditures 

Pre-production expenditures incurred in connection with major new production facilities are deferred and 
amortized from commencement of production on the straight-line basis over a period generally not exceeding ten 
years. 

Goodwill 

Goodwill arising from acquisitions to the end of 1973 is recorded as an asset without amortization. Goodwill 
arising on acquisitions subsequent to 1973 is being amortized over the expected period of benefit, not to exceed 
forty years. If it subsequently becomes apparent that the value expected to be obtained has not been realized, or if 
the value of the goodwill is reduced or deteriorates, it will be appropriately amortized or written down. 


Income Taxes 

Income taxes include withholding taxes on dividends received. 

For the purpose of computing taxable income, legislation in Canada and certain other countries permits the 
deduction of certain items in amounts which differ from those charged in the financial statements. Income taxes 
in the consolidated statement of income include taxes deferred as a result of these timing differences as well as 
taxes currently payable. 
The Corporation does not give recognition to the potential tax benefit of losses until those benefits are realized. 
Recurring tax benefits, when realized, are not considered to be extraordinary in nature and are reflected as reduc- 


tions of current income taxes. 
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CANADA DEVELOPMENT CORPORATION 


Consolidated Balance Sheet 


ASSETS 
June 30 
1980 
(unaudited) 
CURRENT ASSETS 
Cash». caasieae yes baeeiiemn s aol ee eee $ 30,169 
Short-term: ttrvestments «5 oho .0t ster Tee eee 132917, 
Accounts receivables..c¢stac ee ome be ee ee ee eee 395,067 
Inventories’ (note Li... a5, cutee eee eee ee ica 479,086 
Other: current assets > Hoclac 3s eae cee ce Se ee a eee 16,615 
1,053,854 
LONG-TERMIINVESTMENTS (ilote 2), 7 eee eer nee 572,049 
FIXED ASSEES(DOUC 3) acca punt tact. es ie, apt ke en ey es 1,172,291 
OTHER ASSETS (Noted ing. tenets (ee gee A, Salyer. 145,879 
$2,944,073 
LIABILITIES 
CURRENT LIABILITIES 
Short-term loansé2 oy ic cheer eee ee ee eee Ss 3122287 
Accounts; payable"and accrued abilities. .se eet een 273,407 
Dividends payablevo2 5) ee See ee Ree eee ne ae 4,202 
Income:and*other taxes payable... sia. ace ee ae eae ee eee 4,847 
Long-term débt duel withini one year OUMF. tit ee toe. 33,699 
628,442 
LONG. LERM:DEBT (Hotc;5)).. 5050.6 trae ee ee a ie eee cen 565,925 
DEFERRED INCOME TAXEST 402 S2R Tas Poe, 2s eee ee oe eee 135,439 
INTERESTS OF MINORITY SHAREHOLDERS (note 6)...........-2..005- 700,997 
2,030,803 
SHAREHOLDERS’ EQUITY 
CAPITALA STOCK (Hott?) . AA, 2. SPR IS, Bi Ree ae ee 567,120 
REFAINED EARNines<. i: insso7 dei al dare. Pee eae ae 346,150 
913,270 
$2,944,073 


Approved on behalf of the Board 
(Signed) M. J. Moreau, Director 


(Signed) H. A. Hampson, Director 
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December 31 


1979 1978 
(thousands) 
$ 14,100 S$. 912:386 
196,483 276,866 
392,033 318,219 
395,347 295,469 
8,125 23,607 
1,006,088 926,547 
509,268 420,926 
1,121,600 1,067,481 
139,264 130,381 
$2,776,220 $2,545,335 
$ 233,836 $ 253,693 
296,601 240,080 
4,333 4,333 
7,099 123538 
33,534 8,490 
575,403 513,949 
539,840 500,511 
93,267 46,804 
734,428 745,690 
1,942,938 1,806,954 
566,810 566,810 
266,472 LZgStt 
833,282 738,381 
$2,776,220 $2,545,335 


CANADA DEVELOPMENT CORPORATION 


Consolidated Statement of Income 


Six months ended 


June 30 
(unaudited) Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 
(thousands except per share amounts) 
REVENUE (note’8)). 6 .c.0 0 o« $1,124,157 $ 941,177 $2,014,912 $1,365,472 $ 756,514 $ 609,312 $ 511,484 
EXPENSES 

Wostiofssalestar acme ee icanaans sas 847,920 732,428 1,532,560 1,089,722 581,922 472,684 401,994 

Selling, administration and research. . 124,825 108,208 226,581 164,949 107,825 88,346 81,002 

Interest on long-term debt........ 21,629 21,647 46,742 25) (BW 19,113 10,098 10,255 

Otherinterestsectst cs sleet 35 css 18,025 10,482 19,519 16,731 10,056 8,533 7,789 

1,012,399 872,765 1,825,402 1,307,134 718,916 579,661 501,040 
111,758 68,412 189,510 58,338 37,598 29,651 10,444 
Equity in earnings of other companies. . 47,663 18,949 43,353 14,353 Hebei 14,067 27,474 
Income before the undernoted.......... 159,421 87,361 232,863 72,691 50,969 43,718 37,918 
Translation (gains) losses.............. (755) 2,171 18,739 (10,455) (6,825) 4,428 (344) 
ICOMeNaAXCSamerrineete hee ee aos tek 45,181 17,530 59,763 19,635 WATE) 11,349 8,358 
IVETROTIEY AEICCLES Letra sxetertereetemialcre sete os 25,943 16,318 40,568 26,179 6,006 4,610 3,285 
ln sualettemmsn(MOte 9). esis caclsctetene — — — — IBS (320) 1,525 
70,369 36,019 119,070 35,359 24,691 20,067 12,824 
NET INCOME (note 11) <pi.e c2r.5 «0 $ 89,052 51,342 $: 113,793) S$ 37,332) Sin 26278 55) 0923565 lS) 25,094: 
Earnings per common share after pre- f 

ferred sharerarvidends.....5.-= 5-4: $2.48 $1.38 $3.11 $0.65 $0.29 $0.21 $0.54 

Fully diluted earnings per common share $1.79 $1.01 $2.25 
Consolidated Statement of Retained Earnings 
Six months ended 
June 30 
(unaudited) Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 
(thousands) 

RETAINED EARNINGS AT BEGIN- 

NING OF PERIOD (note 11)....... $266,472 $171,571 SIZ yl wer olossto le > 947 9 Ses9 375) ser 5.570 
INE GHNCOMME se ere cre ere ois) trees oes less ots ehoue 89,052 51,342 113,793 Hse? 26,278 23,651 25,094 
Excess of book value over cost at date of 

acquisition of subsidiary (note 10).... — — = — 51,574 = = 

355,524 222,913 285,364 190,463 172,023 113,026 98,470 
Dividends on preferred shares.......... 8,594 8,666 17,332 17,332 17,332 17,296 8,592 
Amortization of cost of preferred share 
isSticdetpasheniulcms crim ene ose e baie 780 780 1,560 1,560 1,560 1,559 503 
9,374 9,446 18,892 18,892 18,892 18,855 9,095 
RETAINED EARNINGS AT END OF 
TSIEN K@) DRA: ecin COR eee Conic Orta $346,150 $213,467 $266/472 9 S17 157 1 ol Sos Steno O41 7d) ea Oo S75 
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CANADA DEVELOPMENT CORPORATION 


Consolidated Statement of Changes in Financial Position 


Six months ended 


June 30 
(unaudited) Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 
(thousands) 
WORKING CAPITAL DERIVED FROM 
Operations 
Net IncOmetern cen seer elaine trernrente $ 89,052 §$ 51,342 $113,793 $ 37,332 $ 26,278 $ 23,651 $ 25,094 
Items not involving working capital 
Depreciation and depletion............. 34,653 S22g), 65,110 52,580 39,510 30,386 22,535 
Amortizationenetme cians st. eerie cee TEUeH| 5,520 13,937 5,766 215i 1,414 3,014 
Decrease (increase) in equity in other 
COMPANIES Ses. cviste a rotenvosr a eereners oases - (37,553) (5,004) (19,451) Drone 6,589 (3,889) (15,744) 
Deferredtincomestaxesemne yee 42,172 7,606 46,464 9,571 8,806 6,933 546 
Minorityginterestse erase seca meme: 25,943 16,318 40,568 26,179 6,006 4,610 3,285 
161,998 107,999 260,421 133,740 90,346 63,105 38,730 
Issues oflong-termdebtassa-- eee acct 117,817 27,328 114,442 252,151 228,599 240,920 123,435 
Net increase (decrease) in investment by 
MINOLityasharenOl ders omer ee te erect: (32,182) 4,055 — 602,170 42,540 29,216 61,967 
Issuelof shares and rightSaennemeneeeeerece 310 —_ — a 2,247 142,563 
247,943 139,382 374,863 988,061 361,485 335,488 366,695 
WORKING CAPITAL APPLIED TO 
Investment in petroleum and natural gas 
DLOPCLtiestee sie cea rie emis ciate 36,739 16,289 40,813 33,418 70,942 10,617 102,294 
Net additions to other fixed assets........... 48,605 28,507 78,416 60,371 230,195 281,620 192,658 
Investment in other companies.............. 25,228 8,671 68,891 18,654 7,404 47,621 D527) 
Dividends on preferred shares.............. 8,594 8,666 e332) 75332 17,332 17,296 8,592 
Reductionioflong-tenmirdcbteeeerereren erin 91,732 13,089 75,113 438,962 1S} 27/ 22,773 9,573 
Additions) tovothemassetsenn mae ieniee 15,126 3,969 24,380 46,557 38,187 18,920 16,096 
Dividends to minority shareholders ........ 2192 26,563 51,831 2959 4,335 4,322 3,206 
253,216 105,754 356,776 644,885 381,522 403,169 337,946 
INCREASE (DECREASE) IN WORKING 
CAPITAL i... ch tore oe ele (5,273) 33,628 18,087 343,176 (20,037) (67,681) 28,749 
WORKING CAPITAL AT BEGINNING OF 
PERIOD Retin cit one ore eee oven cele ieee 430,685 412,598 412,598 69,422 89,459 157,140 128,391 
WORKING CAPITAL AT END OF PERIOD $425,412 $446,226 $430,685 $412,598 §$ 69,422 $ 89,459 $157,140 
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CANADA DEVELOPMENT CORPORATION 


Notes to Consolidated Financial Statements 


Information as at June 30, 1980 and for the periods ended June 30, 1980 and 1979 is unaudited. 


Inventories 


Bimished eOodsen see teen ek 15 Wan aoiccieas Oh itis 5 Sa de 
Rawamaterialsand wOrksin progressace e-em inicnie tenon acne 
Operatineyand maimtenancesupplies.ae eeeeeee reece ceee eee een 


Long-Term Investments 


Mining y(Dexaseulialinc:) seria yvev ic vers ceove ioioverero sO a ae EI SIR 
Venture andiexpansionicapitalicompaniess-./anee sole) oe onioeic in eee 
Petrochenlicalreroup mm Vvestmentsa me emier eee tracer eee eninnacns 
Keife SClences LTOUPINVEStMIEMtS sree rieree seiner ceeiicm neice 


June 30 December 31 
1980 1979 1978 
(thousands) 


ausyorsipeesddavey trey eke $261,798 $197,378 $146,322 
cbelafaia ie pe sins 183,652 168,304 113,843 
Shracics ctsBacaen 33,636 29,665 35,304 


$479,086 $395,347 $295,469 


June 30 December 31 
1980 1979 1978 
(thousands) 
eee ce ete $509,160 $457,774 $377,662 
SG See ae 36,976 26,480 19,736 
Meninhe eeeiensyate 21,583 20,916 18,901 
piers nantar ainernsraneys 4,330 4,098 4,627 


$572,049 $509,268 $420,926 


(i) As at June 30, 1980 the Corporation, through a wholly-owned subsidiary, owns 10,893,406 (33.1%) of the outstanding common 
shares of Texasgulf and 1,225,200 (40.8%) of the outstanding $3.00 convertible cumulative preferred Series A shares of 
Texasgulf. If all outstanding Texasgulf preferred shares were converted to common shares, the Corporation’s ownership 
would be 34.7%. The quoted market value of the Corporation’s shares of Texasgulf at June 30, 1980 was $562 million which, 
because of the number of shares owned, is not necessarily indicative of the amount which would be realized if the shares were 


to be sold. 


(ii) The excess of cost of the investment in the common shares of Texasgulf over the Corporation’s equity in the net book value 
of Texasgulf at the dates of acquisition has been allocated to resource assets, which are diverse both in nature and in estimated 
length of economic life, and the excess is being amortized on a straight-line basis over a period of forty years. 


The Corporation’s equity in the reported earnings of Texasgulf which is included in ‘‘Equity in earnings of other companies” has 


been computed as follows: 


Six months ended 
June 30 


1980 1979 


Share of net income of Texasgulf (note 11). $53,617 $20,997 


Less amortization of excess of cost of invest- 
ment over equity in net book value of 
underlying assets of Texasgulf........ 2,100 2,100 


$51,517 $18,897 


Fixed Assets 


Wands plantandicq Uipmentsrucciereisisdieikor ile ten cletelediotete toinioveleTeheralele iste 
Petroleum and natural gas properties............-ceeseeeeeeeeeveees 


Lesstaccumulated depreciation... 0. 5.....2.0 05sec c cnc eens esse ecu ne 


Year ended December 31 


1979 1978 1977 1976 1975 
(thousands) 
$50,787 $18,192 $17,198 $19,848 $30,446 


4,200 3,869 3,802 3,802 3,802 
$46,587 $14,323 $13,396 $16,046 $26,644 


June 30 December 31 
1980 1979 1978 
(thousands) 


oe OL $1,295,449 $1,246,844 $1,174,027 
PRs a 305,367 269,743 233,094 


1,600,816 1,516,587 1,407,121 


Bhnieeoyes 428,525 394,987 339,640 


$1,172,291 $1,121,600 $1,067,481 


4. Other Assets 


June 30 December 31 
1980 1979 1978 
(thousands) 
Long-term receivableSs ssc a5 os «+ use ne nico dl oreo. « sede pe SEMprens Le RMN cis oieiehs clare oreveneenerer $ 14,295 $ 15,855 $ 17,128 
Pre-production expenditures. 5). sccnc ia cician eco oe spore lt olteperene terete olevetoeeronevenede eteteh level: 50,778 32,1712) 58,233 
EfeCoY ht a1| Se , 1 a ods ae ee ee ta ts 5 accor nooavoades Soga edo be of 73,589 64,390 46,328 
Cost of long-term financingses sac sa1eceeinhee ree oie ot ERS eee enn ener UGA 6,247 8,692 


$145,879 $139,264 $130,381 


During the next five fiscal years, pre-production expenditures and goodwill are expected to be amortized to income at the rate of 
$15.5 million annually. 


5. Long-Term Debt 


June 30 December 31 
1980 1979 1978 
(thousands) 
CANADA DEVELOPMENT CORPORATION 
5%, Income debentures, due 1984 (United States dollars)>....0.....-..-6s-sessveeeu- $ 61,350 $ 61,350 $ 61,350 
4375/4 Notes, dues l985 (Swiss {rancs)2..+ cr ered cies ciceieielel ier clei eerie 153,988 153,988 153,988 
Convertibleisubordinated debentures, ducu S90 senescence meiieeeier 2,470 — — 


217,808 215,338 215,338 


CDC DATA SYSTEMS LIMITED 


1S OoeNlortgave. uel OSGmame nen tems iocie taken itn eet rieiieieastene Cie arora rer 1,393 1,398 — 
Bloatine:ratesbank loanmsecute dsr, yaw «ceeccsentoars en mete eintns Oke ee eae Gis eee eee 15,000 15,000 _ 
Floating rate term loans, repayable through 1981 (United States dollars).............. 3,204 3,964 5,774 
Floating: rate lease finance loan duerl OS2a. merrier teen ere renee acer neta fete ee 1,821 2,106 1,025 
Other. gird cadseupety oily oceasbe aoaudsbobien 10 Te tokc eee kiana eine acne hae MERE 745 1,490 2,314 
22,163 23,958 9,113 
CDC LIFE SCIENCES INC. 
8% Mortgages, repayable through 1997 (United States dollars)................20-000- 4,550 4,642 4,814 
BUNS latin lo iny, Chie: WORSEN BITES) 95.4 donde poles ebb odd WooacbobouobuceuGsas 8,527 8,527 — 
Floating rate termiloanss due. 980s een eel a cen eee ree ernie 2,428 2,368 2,138 
Eloating rate termuloanl(Umited states dollars) aermerer rire teen ttee mene eriee eter rete — o 4,870 
9.25% Mortgage, repayable through 1985 (United States dollars)...............0.000- 2,879 2,933) 3,034 
6% to 10% Mortgages, repayable through 1985 (Danish kroner)..................4-- 2,299 2,458 Poli 
O11) eee eer nme tc hae Comer nin nite tcc One cob 0.00.d.0.0 bd.b-o Gobenoine Gale 2,728 2,203 1,148 
23,411 23,131 18,775 
CDC OIL & GAS LIMITED 
Floating rate multi-currency revolving line of credit, secured (Swiss francs)............ 64,119 — _ 
5379 %: Notesidue 1986 (Swiss franes)@ . .ceie) eee cos. ce Pe cece come aoe 36,115 — — 
Gustomeriprepayiments samc sceraie cae eter oe sree Siete rere aoe aicie ae 5,383 5,356 2,142 
Bloating rate banksloanyisecuted erm ncterciieeiaetem eieree re eietctorenerere ne eigie rerio etre cena _ 65,604 _ 
Floating rate bank loan; secured (United States dollars). .22J.5....-.sniaee+.+-00+---40 — 11,848 —_ 
Floating rate term loans, secured (United States dollars)..........-..cceeeercceeeees — — 53,316 
105,617 82,808 55,458 
POLYSAR LIMITED 
7.5% Sinking fund debentures repayable through 1987.............ccccceceeeecccees 7,027 ela 9,143 
9% Sinking fund debentures repayable through 1993...............ececccccceececees 29,470 30,641 33,411 
ner os. cfethcpriretierabtas is Sicha once aves Be. Oenk caatee fe cee nec ee ae a = — 2,600 
In United States dollars 
10%, Debentures, duegho82iscten 0.05, oa, cosh te rare Pelee anes eae aie er meee ae 28,959 29,763 30,192 
9.59, Debentitres, GuertO8Orratrias «Jac. geet atts «tcc tues ie ttta ieee 50,613 50,613 50,613 
Floating rate term loans, repayable 1980 through 1987............ceeeeccceveces 54,478 53,891 335735 
4.75% to 13.25% Notes and mortgages, repayable through 2003...............0- 12,054 6,872 5,706 
Capitalized lease obligations, expiring through 1985.............ecceeccecceuece 5,897 6,958 7,768 


June 30 December 31 


1980 1979 1978 
(thousands) 
In other currencies 
7.5% Minimum rate loan, due 1980 (Swiss francs)............eecceecceeccseecs $ 17,680 $ 18,335 $ 6,244 
2.5% to 9% loans, repayable through 2004 (German marks)..............e0e00- 2,763 2,893 3,655 
9.25% loan, repayable in 1979 and 1980 (French francs).............. ceceeeece _ 436 727 
9% Mortgage, repayable through 1981 (Belgian francs)............00+eeeeeeeee —_ 338 463 
Capitalized lease obligations, expiring through 1992 (Belgian francs)............. 718 745 1,180 
Capitalized lease obligations, expiring 1980 through 1988...................-+00: 2,411 2,383 _- 
O therseerrrr ny Crs ar ateiate vette bate sities taccsgs Ba cies 5 icumasacahcieniane eee anions 18,555 17,094 4,880 


230,625 228,139 210,317 

599,624 573,374 509,001 

essuprincipaliauecwithiniOne years seems cet ien siete oe ree ot seme ee 33,699 33,534 8,490 
$565,925 $539,840 $500,511 


Long-term debt payable in foreign currency if converted into Canadian dollars on the basis of exchange rates prevailing at June 30, 
1980 would increase by approximately $51.3 million. 


At December 31, 1979, sinking fund requirements and the long-term debt due in each of the next six fiscal years were as follows: 
1980 $33.5 million; 1981 $10.5 million; 1982 $40.1 million; 1983 $16.4 million; 1984 $77.6 million; 1985 $172.2 million. 


6. Interests of Minority Shareholders 


June 30 December 31 
1980 1979 1978 
(thousands) 
Preferred equity 
Petrosar 
CTASS PAN erets eneiseses sense EC ioe aee eicte oe ree Oe eh ne ee Ste $425,000 $425,000 $445,000 
(STA SS BES Saree eR aa on cleave hedsusssousi sees sjeusders cosisliovel ucaninys ey yr rena Chedsr ausTevelssedahel 26,000 22,880 17,160 
(GLASS G25 Ba bs ech ONE RICCI SUE TER ORO TORE TCRCIE ICH ICRCR SR Rar OL ert Me hc 69,629 69,629 69,629 
Polysar 
Birstebreterred) fier oa vee ne ies AO Seah aoeicate ions 64 aaah? Seite 50,000 . 50,000 50,000 
RolysatslLoldings (ausUDSiGlary)) 1. seerer Seton aie epee es ay atea- eid ae evades 85,000 85,000 85,000 
CDC Life Sciences 
Connanchteaboratonies (a SUDSIGIaLy) 5 asia cteus eset secteur uae ies ee os 30,000 30,000 30,000 
GD CrDatawSystemsrad. cemseenciat ma ccereih eyeldh decoys eters SUR alae tsyerg 9g «ere e'a S Oeeciucbaa _— 35,019 19,327 
685,629 717,528 716,116 
15,368 16,900 29,574 


GOMMOMIE GUILTY osreret sens ACs oe ite Sion even civetl sie casi eiepelveyonste ern ernyerwiem Siere ne ibys cere 
$700,997 $734,428 $745,690 


(i) Petrosar’s Class A redeemable preference shares bear a cumulative dividend at an annual rate of 1.35% plus 52% of the 

Canadian bank prime rate. These shares are redeemable in the fiscal years through 1987 as follows: 
1980 $35 million; 1981 $40 million; 1982 $50 million; 1983 through 1987 $60 million per annum. 

Petrosar’s 260,000 Class B preference shares are redeemable at their par value of $1 each only after dividends have been paid 
aggregating $100 per share plus 60 cents for each month that the shares have been outstanding. 
The Class B shares are issued pursuant to an agreement whereby certain shareholders, including Polysar, have agreed to provide 
Petrosar with sufficient funds to enable it to pay the dividend on the Class A preference shares if Petrosar is unable to pay 
such dividends and to purchase these shares if not redeemed as scheduled. Polysar’s portion of such obligation is 48%. The 
Corporation has guaranteed certain of Polysar’s obligations under the financing arrangements, the amount of which may vary 
but is limited to a maximum of $30 million. 
Petrosar’s Class C redeemable preference shares bear a cumulative dividend at an annual rate of 10.5% beginning February 1, 
1981. These shares were issued to certain shareholders, including Polysar, upon cancellation of their Subordinated Debentures 


and accrued interest thereon. 
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(ii) Polysar has outstanding $50 million 8.4% cumulative redeemable first preferred shares. Polysar is required during the 30-day 
period ending March 1, 1982, to invite tenders at $25 per share from the holders of these shares and to purchase on April 1, 
1982 the shares so tendered. 


Polysar Holdings’ $85 million redeemable preferred shares bear a cumulative dividend of 1.25% plus one-half of the Canadian 
bank prime rate. Redemptions are required to be made in equal annual amounts from 1986 through 1988 inclusive. 


(iii) Connaught Laboratories’ $30 million redeemable preferred shares bear a cumulative dividend of 1% plus one-half of the Cana- 
dian bank prime rate. Redemptions are required to be made in equal amounts from 1981 through 1986 inclusive, with the 
balance in 1987. 


(iv) CDC Data Systems’ $19.3 million preferred shares Series 1 and 2 were redeemed in 1979 and the $35.0 million preferred shares 
Series 3 and 4 were redeemed in 1980. 


7. Capital Stock 
(i) Authorized 
Preferred 
$1,000,000,000 divided into shares with a par value in any multiple of $5 not exceeding $1,000 each as follows: 


$100,000,000 Class A preferred shares, 
$200,000,000 Senior preferred shares, 

$144,781,700 Class B preferred shares, 
$300,000,000 Public preferred shares (note 12), and 
$255,218,300 remain undesignated. 


Common 
200,000,000 shares without par value 


June 30 December 31 
1980 1979 1978 
(thousands) 
(ii) Issued 
Preferred 
10,000,000 534 97% cumulative, redeemable, non-voting Class A preferred shares of 
SI OS ACH AK csccx Basseeee te OTe eRe Sie Ra nar $100,000 $100,000 $100,000 
1,421,799 8°97 cumulative, redeemable, convertible, voting Class B preferred shares 
Onl OOleacheO7Sale447-6 7 SiShares) aaron eee eet cere iene 142,180 144,768 144,780 
Common 
3224655329) shares C97 9es2s6le35 OlShares) ane iere intern ienietiente 324,940 322,042 322,030 


$567,120 $566,810 $566,810 


The Class A preferred shares are redeemable on or after March 5, 1981 at the option of either the Corporation or any holder 
at par plus all accrued and unpaid dividends. 


The Class B preferred shares are redeemable at the option of the holder from October 2, 1980 through December 31, 1980 and 
from October 2, 1985 through October 1, 1986, at par plus all accrued and unpaid dividends. They are also redeemable at the 
option of the Corporation, commencing October 2, 1980 at a price of $105 per share, reducing by $1 per year until October 2, 
1985 when they become redeemable at $100 per share plus, in all cases, accrued and unpaid dividends. 


Each Class B preferred share carries the right to receive one further bonus common share which is to be issued to each holder 
of record on October 1, 1985, subject to an earlier record date being fixed by the Board of Directors. 


Each Class B preferred share may be converted at any time at the option of the holder into ten common shares. On conver- 
sion, the holder receives immediate delivery of the bonus common share. 


At meetings of shareholders, holders of Class B preferred shares are entitled to ten votes per share and holders of common 
shares are entitled to one vote per share. 


On October 26, 1979 the Corporation issued 1,447,690 common shares as a result of an early distribution of the first bonus 
common share. During 1979 and the first six months of 1980, 1,476 common shares, and 284,669 common shares were 
respectively issued upon conversion of Class B preferred shares. During the six months ending June 30, 1980 25,903 common 


shares were issued for an aggregate consideration of $310,000 in accordance with the Shareholder Dividend Reinvestment 
and Share Purchase Plan. 


(iii) Common shares reserved 


At June 30, 1980, 14,217,990 common shares were reserved for issue upon the conversion of the outstanding Class B preferred 
shares and 1,421,799 common shares were reserved for issue pursuant to bonus common share rights. A further 2,157,104 


common shares were reserved for issue under the Shareholder Dividend Reinvestment and Share Purchase Plan and for 
the conversion of convertible subordinated debentures. 


40 


10. 


11. 


Revenue 
Six months ended 


June 30 Year ended December 31 
1980 1979 1979 1978 1977 1976 1975 
(thousands) 
Sales of products and services 
Retrochemicalsma.sereer $914,809 $762,946 $1,629,040 $1,122,342 $ 599,908 $ 480,440 $ 416,739 
ifersciencesssnie-ee nye. 73,001 62,897 132,268 132,270 106,440 88,704 81,690 
Oilvandi pasta saci 30,063 24,227 $1,129 42,968 34,888 26,413 = 
Electronicstee ssn 84,634 65,039 153,477 44,549 _ — 
1,102,507 915,109 1,965,914 1,342,129 741,236 595,557 498,429 
interes income marerr reece 10,759 13,645 28,273 13,041 9,942 10,526 8,945 
Otherincomeseesdeeec: 10,891 12,423 20,725 10,302 5,336 3,229 4,110 
$1,124,157 $941,177 $2,014,912 $1,365,472 $ 756,514 $ 609,312 $ 511,484 
Unusual Items Year ended 
December 31 
1977 1976 1975 
(thousands) 
Provision for losses of the building division of Polysar................-+++.cceee $2,400 $ 429 $1,525 
Gainronisaleof land by Connaught Paboratoniess.. eee eee enne ee nee anos — (749) — 
Write Ono minvestiment ini CanadianvArctic: Gasanrsasccneeiiniiee erecta ne eens 2,039 os — 
Provision for decline in value of investments in certain subsidiary 
companiesroisrolysarandslnteisclencessanaete rine miainiaok cei aoe en 3,334 — —_— 
$7,773 $ (320) $1,525 


Acquisitions 
Results of operations of all investees are included from their respective dates of acquisition. 
(i) Texasgulf 
In 1976 the Corporation purchased 1,000,000 of the outstanding $3.00 convertible cumulative preferred Series A shares for 
$49.3 million. During 1979, the Corporation acquired a further 225,200 preferred series A shares and 1,181,930 common shares 


of Texasgulf for cash consideration of $50.8 million and, during the six months ended June 30, 1980, the Corporation acquired 
an additional 232,931 common shares of cash consideration of $10.6 million. 


(ii) CDC Oil & Gas 
On December 31, 1975, the Corporation acquired all the shares of the Canadian subsidiary of Tenneco Inc. together with 
other Canadian oil and gas properties for a total cash consideration of $110.2 million. 


(iii) Polysar 
On April 3, 1975, 945,001 common shares were issued to the Government of Canada in payment of $10 million as final con- 
sideration for the purchase of Polysar. 
After review of its investment in Polysar for the years 1972 to 1977 inclusive, the Corporation concluded that it was appropriate 
to transfer in 1977, $51.6 million which was the excess of book value over cost at date of acquisition of Polysar directly to re- 
tained earnings in view of the Corporation’s return on its investment in Polysar and the disposition of certain of Polysar’s 
assets. 


(iv) CDC Data Systems 
In 1978, the Corporation, through a wholly-owned subsidiary, CDC Data Systems Limited, acquired 53.7% of the outstanding 
shares of AES Data Ltd. which in turn acquired all the outstanding shares of Wordplex Corporation. At the same time, the 
Corporation acquired 57.7% of the outstanding shares of Ventek Limited. During 1979 and the first six months of 1980, the 
Corporation acquired additional shares of AES from management for a total consideration of $14.5 million. In addition, the 
Corporation invested a further $35 million in both common and convertible preferred shares of AES which if converted would 
increase the Corporation’s holdings of AES to 78.8%. This further investment brings the Corporation’s total investment in 


this group of companies to $126 million. 


Fishery Products eee ae 
On September 11, 1980 the Corporation acquired a 40% interest in Fishery Products Limited of St. John’s, Newfoundland by in- 


vesting a total of $34.4 million in voting shares and debentures. 


Change in Accounting Practice 

In 1980 Texasgulf adopted the flow-through method of accounting for investment tax credits. Under this method investment tax 
credits are reflected in net income in the period the qualifying investment is made, rather than amortizing the credit over the 
estimated life of the investment. This change in accounting principle has been retroactively adopted by the Corporation and as a 


4] 


12. 


13. 


result, previously reported net income and retained earnings have been increased as follows: 


Year ended 
December 31 Increase to net income 
(thousands) 
LOTS Re oe ete sts hohe Gaeta ne te ie okhe setae terete $2153 
eee TC MeCN en OOM S Oo eh FBO MOGG GOODS 1,951 
yy ire tin ree hs OE, aa man COME oc oRk © 2,474 
LOTS caaperovevove,s atesersceter creer g tab sven here ens tie: iets: ohopestencicerenerexenet 919 
LOT cca > « alse aietsos a trettahee citar Rianeers aah Gee eee eee 718 
Cumulative effect to retained earnings at December 31, 1979.................... $8,275 
Six months 
ended June 30 
1S ES ea ERE er BS Siar OTR Gere, OSS co ROE Sees bMaOEY 4 Sae393 
POS Os sisters icustcbett «1 af SRNR Sy, «0 NETO, oe. 5s PORTO eet e eee $3,136 


Subsequent Event 


On September 17, 1980 the Corporation entered into an agreement with underwriters for the sale and distribution of 15,000,000 
7.60% Cumulative Redeemable Convertible Voting Preferred Shares, 1980 Issue with a par value of $20 per share. These shares 
are described under ‘‘Details of the Offering’. The net consideration to be received by the Corporation will be approximately 
$288,350,000 after deducting underwriting commissions of $10,800,000 and estimated expenses of issue of $850,000. In the event 
of cancellation of subscriptions to the Instalment Purchase Plan provided for in the agreement, the number of shares sold, the total 


commission and the net consideration to the Corporation will be reduced accordingly. 


Consolidated Subsidiary Companies 


CDC Energy & Metals Limited 
CDC Nederland B.V. 
CDC Data Systems Limited 
AES Data Ltd. 
AES A.G. 
AES GmbH 
AES Nederland B.V. 
AES Schweiz A.G. 
AES Wordplex Ltd. 
AES Wordplex Europe Ltd. 
Wordplex Corporation 
Wordplex Leasing Ltd. 
CDC Life Sciences Inc. 
Bio-Research Laboratories Ltd. 
Bio Resources Inc. 
Canada Pharmacal Co. (1975) Limited 
Comex Nederland B.V. 
Comprator A.G. 
Connaught Biologics Limited 
Connaught Laboratories Inc. 
Connaught Laboratories Limited 
Connaught Laboratories (Export) Inc. 
Connaught Laboratories (Ireland) Limited 
Connaught do Brasil Industria e Comercio Limitada 
OY Dumex AB 
Dumex B.V. 
A/S Dumex, Denmark 
Dumex GmbH 
Dumex Lakemedel AB 
A/S Dumex, Norway 
Dumex (Pty.) Ltd. 
Dumex SPA 
Nordic Laboratories Inc. 
Maltex APS 
Omnimedic Inc. 
R. & L. Molecular Research Ltd. 
Raylo Chemicals Limited 
Steele Chemicals Co. Ltd. 
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CDC Oil & Gas Limited 


CDC Producing Company 

CDC Oil & Gas International B.V. 
CDC Oil & Gas (U.K.) Limited 
CDC Minerals Limited 


CDC Ventures Inc. 
Petrosar Limited 
Polysar Limited 


Bellaplast GmbH 

Bellaplast Nederland B.V. 

Bellaplast (U.K.) Ltd. 
Kayson-Mammoth Limited 
Komfortplast GmbH 

Nippon Polymers Company Limited 
Polymer Services Inc. 

Polysar Australia Pty. Ltd. 

Polysar Belgium N.V. 

Polysar Cayman Limited 

Polysar de Venezuela S.A. 

Polysar Deutschland GmbH 

Polysar do Brasil Produtos Quimicos Ltda. 
Polysar Europa S.A. 

Polysar France S.A. 

Polysar GmbH 

Polysar Handelmaatschappij B.V. 
Polysar Holdings Limited 

Polysar Incorporated 

Polysar International S.A. 

Polysar Italiana S.P.A. 

Polysar Latex, Inc. 

Polysar Nederland B.V. 

Polysar Resins, Inc. 

Polysar Rubber Services, Inc. 

Polysar Skandinaviska A.B. 

Polysar Technical Service Centre N.V. 
Polysar (U.K.) Limited 

Société Francaise Polysar 

Synthetic Elastomers Development S.A. 


Ventek Limited 


Purchasers’ Statutory Rights 

Sections 70, 126 and 135 of The Securities Act, 1978 (Ontario) provide, in effect, that where a security is offered 
in the course of a distribution or a distribution to the public: 

(a) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the dealer from whom the purchaser purchased 
the security not later than midnight on the second business day after the latest prospectus and any 
amendment to the prospectus offering such security is received or deemed to be received by him or 
his agent; and 

(b) if a prospectus together with any amendment thereto contains a misrepresentation, a purchaser who 
purchases a security offered thereby during the period of distribution or distribution to the public shall 
be deemed to have relied on such misrepresentation if it was a misrepresentation at the time of purchase 
and, subject to the limitations set forth in such Act: © 
(1) the purchaser has a right of action for damages against, 

(i) the issuer or a selling security holder on whose behalf the distribution is made, 

(ii) each underwriter required to sign the certificate required by section 58 of such Act. 

(iii) every director of the issuer at the time the prospectus or amendment was filed, 

(iv) every person or company whose consent has been filed pursuant to a requirement of the regula- 
tions under such Act but only with respect to reports, opinions or statements made by them, and 

(v) every other person or company who signed the prospectus or the amendment, 

but no action to enforce the right shall be commenced by a purchaser more than, the earlier of, 180 

days after the purchaser first had knowledge of the facts giving rise to the cause of action or three 

years after the date of the transaction that gave rise to the cause of action; 

(2) where the purchaser purchased the security from a person or company referred to in (i) or (ii) 
above or from another underwriter of the securities, he may elect to exercise a right of rescission 
against such person, company or underwriter, in which case he shall have no right of action for 
damages against such person, company or underwriter, but no action to enforce this right can be 
commenced by a purchaser more than 180 days after the date of the transaction that gave rise to 
the cause of action. 

Sections 64 and 65 of The Securities Act (Alberta), sections 71 and 72 of The Securities Act (Saskatchewan) 
and sections 63 and 64 of The Securities Act (Manitoba) provide, in effect, that where a security is offered in the 
course of distribution to the public: 

(A) a purchaser will not be bound by a contract for the purchase of such security if written or telegraphic 
notice of his intention not to be bound is received by the vendor or his agent not later than midnight 
on the second business day after the prospectus or amended prospectus offering such security is received 
or is deemed to be received by the purchaser or his agent, and 

(B) a purchaser has the right to rescind a contract for the purchase of such security, while still the owner 
thereof, if the prospectus or any amended prospectus offering such security, as of the date of receipt or 
deemed receipt, contains an untrue statement of a material fact or omits to state a material fact necessary 
in order to make any statement therein not misleading in the light of the circumstances in which it was 
made, but no action to enforce this right of rescission can be commenced after the expiration of 90 days 
from the date of such contract or the date on which such prospectus or amended prospectus is received 
by the purchaser or the purchasers’ agent, whichever is later. 

Sections 60 and 61 of the Securities Act (British Columbia), sections 25 and 26 of the Securities Ordinance 
(Northwest Territories) and sections 25 and 26 of the Securities Ordinance (Yukon Territory) provide, in effect, 
that where a security is offered in the course of primary distribution to the public, a purchaser has the same right of 
rescission described in (B) above and also that a purchaser has the right to rescind a contract for the purchase of a 
security, while still the owner thereof, if a copy of the last prospectus together with financial statements and reports 
and summaries of reports relating to the security, as filed with the Superintendent of Brokers for British Columbia, 
or the Registrar of Securities of such Territory, as the case may be, was not delivered to the purchaser or 
the purchaser’s agent prior to delivery of the written confirmation of the sale of the security to either of them. 
Written notice of intention to commence an action for rescission must be served on the person who contracted to sell 
the security within 60 days of the date of delivery of the written confirmation, but no action shall be commenced 
after the expiration of three months from the date of service of such notice. 

Reference is made to the aforesaid Acts and Ordinances for the complete texts of the provisions under which the 
foregoing rights are conferred and the foregoing summary is subject to the express provisions thereof. 
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Certificates 
Dated: September 17, 1980 


The foregoing constitutes full, true and plain disclosure of all material facts relating to the securities offered by 
this prospectus as required by Part 7 of the Securities Act (British Columbia), by Part 7 of The Securities Act 
(Alberta), by Part VIII of The Securities Act (Saskatchewan), by Part VII of The Securities Act (Manitoba), by Part 
XIV of The Securities Act, 1978 (Ontario), by Part III of the Securities Ordinance (Yukon Territory) and by Part 
III of the Securities Ordinance (Northwest Territories) and the respective regulations thereunder, by the Securities 
Act (Quebec) and the Regulation thereunder and by section 13 of the Securities Act (New Brunswick). 


(Signed) H. A. HAMPSON (Signed) J. M. O’REILLY 
President and Vice President and Treasurer 
Chief Executive Officer 


On behalf of the Board of Directors 


(Signed) A. JOHN ELLIs (Signed) MARY LAMONTAGNE 
Director : Director 


To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain disclosure 
of all material facts relating to the securities offered by this prospectus as required by Part 7 of the Securities 
Act (British Columbia), by Part 7 of The Securities Act (Alberta), by Part VIII of The Securities Act (Saskatchewan), 
by Part VII of The Securities Act (Manitoba), by Part XIV of The Securities Act, 1978 (Ontario), by Part III of 
the Securities Ordinance (Yukon Territory) and by Part HI of the Securities Ordinance (Northwest Territories), 
and the respective regulations thereunder, under the Securities Act (Quebec) and the Regulation thereunder and 
by section 13 of the Securities Act (New Brunswick). 


Woop GUNDY LIMITED 
by: (Signed) J. N. ABELL 


Burns Fry LIMITED McLeop YOUNG WEIR LIMITED 

by: (Signed) W. L. MATTHEWS by: (Signed) I. X. DE SouzA 
PITFIELD MACKAY Ross LIMITED RICHARDSON SECURITIES OF CANADA 
by: (Signed) T. F. RAHILLY by: (Signed) DONALD FRASER 
LEVESQUE, BEAUBIEN INC. PEMBERTON SECURITIES LIMITED 

by: (Signed) PAUL POMMIER by: (Signed) D. E. RoBERTS 


The following includes the name of every person or company having an interest, either directly or indirectly, 
to the extent of not less than 5% of the capital of: 


Wood Gundy Limited: C. E. Medland, J. N. Abell, R. E. Beale, J. R. LeMesurier, J. M. G. Scott and I. S. Steers; 


Burns Fry Limited: H. B. Boyer, L. C. Burns, R. J. Deyell, P. B. M. Eby, R. A. Gunn, D. K. Johnson, R. J. 
Lawrence, W. L. Matthews, F. J. Troop and I. T. Watson; 


McLeod Young Weir Limited: None; 


Pitfield Mackay Ross Limited: W. C. Pitfield, D. L. Torrey, D. C. Mackay, A. F. MacAllaster, J. C. Caty, 
and W. Y. Soper; 


Richardson Securities of Canada: George T. Richardson; 
Lévesque, Beaubien Inc: André Charron, J. Louis Lévesque, S. E. Brock and F. R. Graham; and 


Pemberton Securities Limited: W. R. Wyman, V. A. Christie, M. M. Ryan, F. R. Wright, R. M. Thompson, 
M. V. Leith, T. M. Ohashi, D. N. Alexander, M. B. McManus and J. G. Chaston. 
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